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For years every ounce of rubber 
was gathered by natives from mil- 
lions of tropical rubber trees. But 
now—thanks to amazing scientific 
progress—synthetic plants occupy- 
ing a few city blocks produce as 
much rubber as thousands of 
tropical acres! 

Even more wonderful, from the 
giant spheres of these plants come 
new and different kinds of rubber 
for improved products. 

Synthetic and natural rubber is 
used to make 50,000 different 
products ... from surgeons’ gloves 
to shock absorbers. 





Vision is Indispensable to Progress” 


The modern miracle of rubber 
—thousands of tropical acres in a steel ball 


The rubber industry is hard at 
work developing new products. 
Thousands of homes will be heated 
electrically by concealed radiant 
panels of rubber . . . rubberized 
streets for longer wear and great- 
er safety are being tested. Some in 
the industry even foresee a day 
when automobile tires will last as 
long as the car on which they are 
delivered! 


The rubber industry’s unceasing 
search for new and better prod- 
ucts, at lower costs, is typical of 
progressive American industry. 

America’s continued progress 
and the welfare of its people rest 
largely on our free business system 
— free competition between pri- 
vately managed companies which 
challenge men for ideas, initiative 


and ingenuity. 


BANKERS TRUST COMPANY 


NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 








The March of the News 


Getting set. The fury that came with 
the first startlingly bad news from Korea 
was disappearing . . . People still seethed 
with anger at the Chinese Communists 
In taxis, on street corners, at shop 
counters, they stopped to speak their rage 
hot, hard words . . . But, in official 
circles, the first wave of frenzy gave way 
to calm but determined discussions of 
what to do next. 

Congress seemed in a mood to give the 
military anything it needed to get set 
for World War III—in the hope that such 
preparations would hold war off . . . Ceil- 
ings on defense spending in the months 
ahead were going so high they were al- 
most out of sight Throughout the 
week there was new talk of rationing, and 
controls, and priorities—anything to gird 
the U.S. and its friends for any eventu- 
ality As an almost overlooked sign of 
the times, the Defense Department got 
ready to add 200,000 people to its al- 
ready burgeoning pay roll. 


Conversation piece. Workers at the 
lonely Gander airport, in Newfoundland, 
called off their strike long enough to 
service the big plane from London and 
speed it on its way Hours later it 
taxied to rest at a Washington airport... 
Out stepped a rumpled and bareheaded 
passenger: Clement R. Attlee, Prime Min- 
ister of Great Britain, to discuss the plight 
of the English-speaking wor!d with Pres- 
ident Harry Truman. 

After the usual official greetings, the 
two worried men got down to work... 
The first news for Mr. Attlee was far 
from cheering . It was a military re- 
port on Asia from Gen. Omar Bradley 
Things had gone from bad to worse in the 
few hours it took the British Prime Min- 
ister to cross the Atlantic. 

By 4 p.m. that afternoon, Clement 
Attlee and Harry Truman were deep in 
their conversation They resumed 
their discussion the next day aboard the 
presidential vacht Williamsburg and, the 
day after that, talked some more at the 
White House. 





As the two men conferred they called 
in a steady stream of advisers—congres- 
sional leaders, British and American mili- 
tary men, economists and diplomats .. . 
It was clear from the beginning that the 
field of their conversation went far be- 
yond the battlefields of Korea and the 
vast and bewildering territory that is 
Communist China. 


Interlude. Proud as any parent, Harry 
Truman put other things aside one eve- 
ning so he could take Mr. Attlee to a 
concert by daughter Margaret. 


Tragedy. In the midst of the Truman- 
Attlee conference, the President's Press 
Secretary and long-time friend, Charles 
G. Ross, called reporters about him to 
give them the latest developments 

It had been a wearing week and he 
looked tired . . . Just after the press con- 
ference, Ross slumped in his chair 


A few minutes later he was dead of 
heart attack With the death of his 
Secretary, Harry Truman lost a school- 


days pal who, in later years, became one 
of his closest and most trusted advisers 
on White House affairs. 

Next day the President called on an 
old hand at the job of White House press 
relations to help him out Into the 
place of Press Secretary, on a temporary 
basis, went Stephen T. Early, who had 
occupied the office throughout the days 
of Franklin D. Roosevelt and during the 
early weeks of the Truman Administra- 
tion. 


Sanctuary. Delegates of many nations 
regarded last week as the most critical in 
the short, unsettled life of the United 
Nations At Lake Success—without 
prior announcement or fanfare—care- 
takers opened to the delegates a small 
room with the soft lights, subdued fur- 
nishings and hushed atmosphere of a 
chapel It was officially designated 
the “Meditation Room”—a quiet cove for 
reflection among apprehensive men. 
It was immediately popular. 
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Every time you use a Bell telephone like this your fingers touch 
our name, Western Electric...and that’s your clue to what we do. 


For 68 years we've been the manufacturing unit of the Bell 
System. So we don’t make refrigerators, toasters, television sets or 
motors. We do make good telephone equipment...like telephones, 
cable, switchboards and literally thousands of kinds of things 
that make good telephone service possible. 


Working side-by-side with Bell Laboratories people who 
design telephone equipment and Bell telephone people who 
operate it, we have helped to give our country the most and the 
best telephone service in the world. Valuable always, such 
service is priceless in times of national emergency. 
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27,000 STOCKHOLDERS... and the record 


is complete and safe on these two rolls of microfilm! 


It’s all there . . . every name, every address, every fact and figure 
involved in the original stockholder list... 


Except now, you could carry the complete record in your suitcoat pocket. 
Or put it in a small wall-safe. Or, for a few cents postage, mail it wher- 
ever you wish for safekeeping. 

This may give you some idea of the wonderful flexibility that Burroughs 
microfilming lends to the protection of vital records. Not just stock- 
holders lists, but every record of your business, can be safeguarded 
effectively through microfilming. 

Burroughs knows business needs. Burroughs has the finest microfilming 
equipment available. Won’t you give your Burroughs office a call now? 
Burroughs Adding Machine Company, Detroit 32, Michigan. 
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No matter what the diplomats cook up in the way of a deal with China: 

Mobilization in U.S. will be speeded, fast. Armed forces, at about 2.2 
million now, will jump to 5 million, at least. Draft will be stepped up. 

All youths, under age 26, will do well to adjust to the idea of service. 

Arms planning, scheduled now above 50 billions, will be boosted above 
the 100-billion level early in 1951. Ordering of arms will skyrocket soon. 
The actual spending, check writing, comes later when orders are filled. 























Controls, inevitably, will grow and tighten. Raises, given now, may be 
too late. Salary controls are coming up, requiring prior approval for raises. 

Prices are heading for control. Price control, once started, will grow. 
Rationing gradually will be forced. Once controlling starts, it either will 
expand and tighten to prevent evasion or will be ineffective and die. 

Voters, disliking controls, are expected to prefer the irritation of 
some regulation to the danger that their money will lose much of its remain- 
ing value. The choice is to be quite drastic control or quite wild inflation. 
The public is very likely to prefer the controls to the inflation. 








Planning is to be geared to a change in war's expected timetable. 
Idea had been that the big showdown would come in 1952 or 1953. 

Idea now is that Russia is getting set for a showdown in 195l. 
Urgency, as a result, is replacing slow motion in military planning. 








A deal on Korea, if made with Communists, won't reduce the war threat. 

War with China is a fact. A deal could only involve a truce, a means of 
gaining time, while both sides got set for later tests in other fields. 

War, under way, is complicated by U.S.-British differences. Britain, at 
war with China in Korea, is an official friend of China in Peiping. Britain, 
with her troops being killed by Chinese, wants to give Formosa to China, to 
take Chinese Communists into the United Nations, to continue trade with China 
through Hong Kong, to avoid bombing or blockade of China. The British do 
want to go ahead with the fight in Korea, while doing business elsewhere. 

War to U.S. is something different. There's more resistance to the idea 
of trying to be friends with somebody who's killing American youths. Emphasis 
tends to be more on the side of winning a war once the other fellow starts it. 








Unless Mr. Truman changes his mind under pressure from other nations: 

Formosa, important strategically, will not be handed over to Communists 
of China. U.S. military officials tend to be adamant on that point. 

Chinese Communists will not be given a place in the United Nations. U.S. 
will use its veto power, if necessary, to block any honors for China. 

Bombing, if judged expedient by the military, will be used at some point 
against Chinese bases. Guerrillas, inside China, may get U.S. help. More aid, 
military and otherwise, may go to Chiang Kai-shek. Attacks, by air and sea, 
will go on against Chinese forces in Korea even if evacuation of land forces is 
made necessary. Most U.S. will agree to is acceptance of Chinese domination in the 
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area above the 38th parallel. Cease-fire orders from China are a condition of 
talks on future division of Korea. China then could get ready for new attacks. 





Gen. Omar Bradley may replace Gen. Douglas MacArthur as commander of 
U.S. forces in Japan and Korea, if not as Supreme political ruler in Japan. 

General MacArthur, under fire from other nations as too independent, too 
inclined to set his own course, long has irritated Mr. Truman as well. De- 
feat for MacArthur by Chinese forces can provide the excuse for change. 

Dean Acheson, under fire by MacArthur partisans, is in the favor of the 
White House and of Britain. If MacArthur goes, to placate opinion abroad, 
odds are that Acheson will go too, not long after. Or vice versa. 














Armament costs are to skyrocket regardless of events in Korea. 

Arms costs, skyrocketing, will show first in blueprints, then in orders 
to industry, only later in actual budget figures that influence tax policies. 

Planned spending at 100 billion dollars for military, will be spread 
over two or more years in terms of bills actually paid. Effect of spending on 
industry and civilians, however, will be felt much more quickly than that. 

Arms orders, lagging this year, will flood out during 1951. 

















In terms of the Government's budget, it looks about like this: 

Outgo in this year, ending next Juno 50, will be around 45 billions. 

Income, under present taxes, will be about 45 billions, too. 

Deficit, barring a big speed-up in svending, will be negligible. 

But in the year after that starting next July 1: 

Outgo will shoot up to 63 billion dollars, as a minimum. Officials now 
are eStimating that it probably will go us high as 67 billion. 

Income, if taxes stay where they are, would be about 48 billions. 

Deficit then is to be 15 billions, as a minimun. 

Tax policy, now shaping, would be ts meet around half of that deficit 
with tax increases, to cover the other half by borrowing. Tax increase would 
have to be at least 7.5 billions to make that formula effective. Excess- 
profits tax, taking shape, would cover around 4.5 billions of the deficit. 
Income tax rise for individuals would need to produce around 3 billions. fThat's 
the minimum to look for. Tax demands may de a good deal higher than that. 








Pace of military spending in 1951 will force quite drastic cutbacks in 
civilian industries that use metals. Cuts will be more drastic than expected. 
Auto production of 4 million passenger cars may be the most to expect. 
TV sets will be cut back drastically. A cut of 50 per cent below present rates 
is likely and it may be more drastic. Appliances, at best, face sharp cuts. 
Retailers, facing cuts in what they have to sell, will often be hurt. 
Military plans, however, are unlikely to be altered by civilian complaints. 
Men's suits, all woolen goods, maybe even cotton goods are likely to be 
in tight supply before the end of 1951. There is no harm in making sure that 
personal needs are adequately met at this time before a Squeeze does come. 











U.S., getting set for war, finds itself pretty much alone. 

Britain, in the showdown, will stick with U.S. Britain, however, still 
is in slow motion when it comes to rearming. Her Labor Government faces many 
political stresses if it slows social services for defense. 

European countries, even now, haven't cut back on civilian use of steel 
or other metals, although they're in the front lines when Russia moves. Eu- 
rope, provably, is stirring too late to be of decisive help when trouble breaks. 

U.S., after paying more than 16 billion dollars to help Europe get on its 
feet in exchange for a promise that other countries would get together, now 
finds the money spent and no delivery on the promises. It's beginning to wonder 
about pouring in added billions in arms on basis of uncertain promises to use. 
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Soviet Air Force in Manchuria . . . Demand for Controls 
Outruns Official Plans . . . A Republican in the Cabinet? 


President Truman has felt somewhat 
uncomfortable about the suggestion 
of U.S. allies that he become the first 
American President to accept defeat 
in war with foreign armies. Surrender 
has always been hard for an American 
Commander in Chief to take. 


K 8 & 


Dean Acheson, Secretary of State and 
not a military man, rather than Gen. 
Douglas MacArthur, the military 
commander directly responsible for 
victory or defeat, is bearing the brunt 
of public blame for disaster to U.S. 
forces in Korea. A flood of mail hit 
Congress blaming Secretary Acheson 
for the MacArthur defeat. 


K « 


General MacArthur was_ strongly 
warned by at least one member of the 
U.S. Joint Chiefs of Staff against the 
alignment of American forces that led 
to the most disastrous defeat by a 
foreign enemy in U.S. history. The 
MacArthur plan led to a rout of U.S. 
forces by Chinese troops lacking 
tanks, artillery, motorized equipment 
or air support and equipped only with 
small arms and mortars. 


x * * 


Russia’s Stalin is prepared to set up a 
“United Nations” of his own in the 
event that Russia is kicked out of or 
withdraws from the U. N. Basis of the 
new organization is the World Peace 
Council that recently met in Warsaw. 


x * x 


U.S. Army exercises in the Arctic a 
year ago apparently did not adequate- 
ly test cold-weather clothing. Frost- 
bite among U.S. troops in Korea is 
said to be due to poor-quality winter 
footgear that is being issued. 


x % *® 


Gen. Dwight Eisenhower, taking over 
the job as Supreme Allied Command- 
er in Europe, will have little more 
than a paper army at his disposal un- 
less European countries show more 
interest in building their defenses. 


Gen. Omar Bradley, Chairman, and a 
majority of the U.S. Joint Chiefs of 
Staff, are responsible for the U.S. de- 
fense policy that left this country 
with only one reserve division to 
throw into Korea when the showdown 
came with China. At the time of Pearl 
Harbor, U.S. had 35 Army divisions, 
against 1] today. Air power this time 
was to take the place of land power. 


x kk 
Mr. Truman is resisting all considera- 
tion of the idea thet military men who 
lost in the test of war should sacrifice 


their jobs. The President does not like 
to deal with new people. 


w We 


Britain’s Attlee bluntly indicated to 
Mr. Truman that the British Govern- 
ment felt uneasy because of a deep- 
seated impression that top U.S. of- 
ficials from the President on down 
were afraid to say no to anything 
General MacArthur proposed. The 
British had become convinced that 
fear of MacArthur was an underlying 
factor in shaping American foreign 
policy. 
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Joseph Stalin, to back up Chinese 
troops in Korea, moved Russia’s §}. 
berian Air Force to the Yalu River 
airfields prepared to strike at Amer. 
can planes and at American bases jp 
Korea in event of U.S. bombing at. 
tacks upon Manchuria. Stalin also 
disposed submarines in a way that 
could make difficult evacuation at. 
tempts in case of a showdown clash 


a 


The British, in their talks with Presj- 
dent Truman, expressed the opinion 
that the fighting in Korea represented 
merely a feeler at one end of a vast 
Russian pincers. It sparked fire. The 
next feeler now is expected at the 
other end of the pincers—in Europe. 
Whether the feeler in Europe is to be 
merely for testing purposes or for the 
final conflict is anybody’s guess, in 
Britain’s view. 


xk * 


Stuart Symington, in charge of mobil- 
izing U.S. industry for war. who 
thought he was way out in front of 
the country in his ideas for applying 
war controls, now finds himself criti- 
cized for not moving faster. Demand 
for price and wage controls is getting 
far ahead of plans for applying them. 


xk *& 


Senator Homer Capehart, of Indiana, 
is to be put forward by the Republi- 
can leadership as candidate for the 
opening that 1s to come in the mem- 
bership of the powerful Foreign Re- 
lations Committee of the Senate. The 
leadership has the votes in sight to 
put Senator Capehart in and to keep 
Senator Wayne Morse from that 
Committee post. The Indiana Sene 
tor inclines to what some call a “‘na- 
tionalist’”’ or “isolationist” view point 
in foreign policy. 


x = 


The President is trying to 
some way to give at least one Cabinet 
position to a prominent Republican 
to give the impression of national 
unity on issues of foreign policy. 
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Don’t give a Cold a chance! 


This Man Did... 





THIS MAN CAUGHT A COLD...HE IGNORED 
IT AND WENT TO WORK AS USUAL...HE 
DEVELOPED A FEVER ON THE THIRD DAY... 
YET DELAYED CALLING A DOCTOR. 


RESULT: PNEUMONIA HAD SET IN... 
AND HE LOST SEVERAL WEEKS’ TIME 


FROM WORK. 









This Woman Didnt... 














Ty —_é“ 


THIS WOMAN CAUGHT A COLD...WHEN 
HER TEMPERATURE WENT UP SHE CALLED 
THE DOCTOR PROMPTLY...ON THE DOCTOR'S 
ADVICE SHE WENT TO BED...ATE LIGHTLY 
ANDO DRANK PLENTY OF LIQUIDS. 


RESULT: THE COLD CLEARED UP...AND 
SHE WAS BACK ON THE JOB IN THREE DAYS. 











To speed recovery from a cold and to 
help hasten relief from its discomforts, 
doctors recommend rest and a light nour- 
ishing diet, including plenty of water and 
fruit juices. This helps the body overcome 
the infection. 

The danger of neglecting a cold lies 
chiefly in the fact that body resistance is 
lowered and serious infections such as si- 
nusitis, bronchitis, and ear trouble may 
develop. 

Pneumonia, especially, is likely to strike 
when a person is tired or run-down because 
of a persistent cold. In fact, it has been 
estimated that colds are the starting point 
for nine out of ten cases of pneumonia. 


Although the death rate for pneumonia 
has been greatly reduced, this disease—and 
its ally, influenza—still claim about 50,000 
lives each year in our country. Authorities 
say that the toll from pneumonia could be 
ieduced still further if everyone would call 
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the doctor immediately if any of these 
symptoms appear: 
A severe shaking chill followed by fever. 
Pain in the chest after coughing or deep 
breathing. 
Coughing, particularly with the appear- 
ance of rust-colored sputum. 


If pneumonia is discovered early, the 
chances for rapid recovery are much better 
now than in the past. This is because the 
new drugs which doctors prescribe usually 
are most effective when given at the start of 
the disease. For instance, virus pneumonia 
can usually be treated successfully with 
certain antibiotic drugs. 

Immunization against some types of in- 
fluenza and pneumonia has likewise helped 
to combat these diseases. Other respiratory 
ailments have also been brought under 
better control. - 


While medical science can now bring 


the chief health hazards of winter, it is wise 
to be on guard against them. Here are some 
measures which may help: 
Always take care of a cold promptly ... 
if fever develops, call a doctor at once. 





Keep physically fit, particularly during 

the winter months. 

Get sufficient rest and sleep and eat a 

balanced daily diet. 

Dress warmly when going out-of-doors 

and avoid damp, inclement weather when- 

ever possible. 

Stay away from people who cough or 

sneeze carelessly. 

For more information about how to en- 
joy good health during the winter season 
by guarding against colds, influenza, and 
pneumonia, write for Metropolitan’s free 
booklet, 11-k, “Respiratory Diseases.” 
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TO EMPLOYERS: Your employees will ben- 
efit from understanding these important 
facts about colds. Metropolitan will gladly 
send you enlarged copies of this advertise- 
ment—suitable for use on your bulletin 
boards. 
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OIL WITH AN ENGINEERING DEGREE 
CAN HELP YOU CUT OPERATING CO 





STS 





ook at that forest of pins—below. Each pin represents 
| J a convenient source of supply for Texaco quality 
lubricants. 


These lubricants are Oil with an Engineering Degree. 
Because — they are recommended by skilled Texaco 
Lubrication Engineers, assuring savings for all your 
plants. 


First, these experts analyze operations in your plants. 
Then—they recommend the right lubricants. And then— 
you are assured uniform supply that means increased 
output, lowered unit costs. 

One Purchase Agreement covers this nation-wide 
engineering service and the supply of Texaco quality 
industrial lubricants. 





This setup is stepping up output, reducing 
unit costs for industry everywhere. Call or 
write the nearest Texaco Distributing Plant 
or The Texas Company, 135 East 42nd St, 
New York 17, N.Y. 
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FIGHT OR APPEASE IN KOREA? 
U.S. CHOICE IS TO STAND FAST 


Looking inside the Truman- 
Attlee conference shows where 
U. S$.-British views clash over the 
war with China. 

For U.S.: Decision is to fight 
Chinese Communists everywhere 
it is necessary. 

For Britain: Preference is to 
fight in Korea, give a little else- 
where, keep what can be kept of 
Mao's friendship. 

U. S. won't step back. Mao is 
in for war unless he'll listen to 
reason—on U.S. terms, not his. 


After long talks, exchanges of ideas 
and plans, some arguments, Mr. Tru- 
man for the United States and Prime 
Minister Attlee for Great Britain faced 
up to this simple question: 

Can the United States, as a represent- 
ative of the United Nations, afford to 
surrender to China’s Communists, accept- 
ing defeat at the point of a gun? 

The single choice that confronted the 
Americans and British in the showdown 
was to fight or to appease, to make a deal 
under duress or to go down fighting rath- 
er than to surrender. 

The choice, once faced, was to fight. 

U.S. troops, as a result of that choice, 
will try to hold in Korea against the arm- 
ies of China. If they hold, well and 
good. A build-up then can be made for 
later efforts to clear Korea. If they are 
pushed out, a decision can be made after 
that upon the steps to take in retaliation. 
Idea was to avoid bombing in China un- 
til the military situation in Korea should 
become clearer. To bomb before U.S. 
strength was assured, it was felt, would 
lead only to a clash with the Russian air 
force over Manchuria and probably to 
retaliation by Russian submarines on 
U.S. shipping in the seas around Korea. 

A deal, appeasement of a sort, if 
called that, will still be considered on 
terms that U.S., not China, will outline. 

Acceptance of Chinese Communists in 
the United Nations will not be approved 
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Truman Willing to 


by the U.S. No promise will be made 
that a U.S. veto will be avoided if other 
countries should press for membership 
for China. The island of Formosa will 
not, under any now-foreseeable circum- 
stances, be turned over to Chinese Com- 
munists. U.S. has had warnings of Com- 
munist China’s ambitions and will agree 
to no move that furthers those ambitions. 

Mr. Truman is adamant against con- 
cessions to aggressors who have been 
slaughtering American youths. ~ Prime 
Minister Attlee, for Great Britain, is 
more inclined to feel around for the basis 
of a deal that would give Communist 
China Formosa and U.N. membership. 

The British Government continues to 
maintain direct diplomatic relations with 
the Chinese Communists. Britain kept up 
this friendship, and gave no promise to 
end the friendship, even though Chinese 
armies were killing British youths. The 
British insist that they are friends of 
China’s Communists although China’s 


Communists have not reciprocated by 
recognizing Great Britain. 

Mr. Attlee, in addition, continues to 
refrain from any gesture that would en- 
courage Chiang Kai-shek. The British 





CONFEREES TRUMAN & ATTLEE (FRONT), 


Deal Only on His Terms 


Government, recognizing Communists as 
China’s rulers, feels bound to favor giving 
them Formosa under the agreement 
reached at Yalta that the island should 
go to China. 

Any deal that results in tangible re 
ward for the Chinese is opposed by Presi 
dent Truman for the United States. This 
country’s representatives made it clear to 
the British that under no condition would 
the United States bargain away Formosa 
to the Communists. American military 
opinion was solid on that. 

If China will agree to withdraw her 
troops from Korea in exchange for the 
promise of a buffer zone in Korea, U.S. 
is ready to bargain on that point. If 
Chinese Communists will agree to stop 
their push at the 38th parallel, this coun- 
try is ready to consider some arrange- 
ment on that basis. If Communist armies 
insist upon domination over all of Korea, 
U.S. will not agree. Korea, Communist 
controlled, is a threat to Japan. 

When it comes to positive steps that 
might be taken to punish Communist 
China for her attack on United Nations 
forces, wide differences of viewpoint 
have shown up between Britain and the 
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ACHESON & MARSHALL 
What path to the common goal? 
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RETREATING TROOPS IN KOREA 





They won't get out unless driven out 


United States. The British agreed to 
fight inside Korea, but prefer to ap- 
pease the Communists of China outside 
Korea. 

To Mr. Attlee, China’s Mao Tse-tung 
still is an official friend. He is recognized 
diplomatically as a friend. He does big 
business with the British through Hong 
Kong. British businessmen are accepted 
in China. To sever friendship with the 
Communists of China would cost trade 
and bring the threat of even greater 
Communist activity in Malaya, where 
many British troops are fighting now. 

To Mr. Truman, Mao is, to all intents 
and purposes, an enemy. The military 
viewpoint is that he is an enemy at war 


with the United States as of now, wheth- 
er or not that war is declared formally. 
Blockade of China, opposed by Brit- 
ain, is favored by the U.S. This country, 
so far as possible, is barring the flow of 
goods to China. The Chinese, however, 
are capturing large American supplies in 
Korea, and their trade through Hong 
Kong and other areas is substantial. 
Bombing was being avoided by the 
U.S. Military opinion, however, was 
not expected always to be on the side of 
avoiding use of bombers to attack the 
major cities and industries of China’s 
mainland, if American forces are shoved 
out of Korea. Use of bombers is related, 
in military thinking, to the practical prob- 





THE ISLAND OF FORMOSA 
It won‘t be bargained away 
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lems involved in the actual fighting jy 
Korea. There is no desire to complicate 
that job by bringing retaliation from 4 
sizable Chinese Air Force and from the 
Russians, who have a large Air Force jp 
the Far East. Great Britain, as a cop. 
tinuing friend of Communist China, js 
opposed to use of bombers over China 
proper although willing to fight Chinese 
armies in Korea. 

Aid for Chiang Kai-shek on the island 
of Formosa is likely to be stepped up by 
U.S. Aid, too, is likely to go in some 
form to groups in China who still are re. 
sisting the Communists. U.S. militan 
planners are thinking in terms of coun. 
terrevolution inside China, supplied s0 
far as possible from this country. In 
South China there is the chance to cause 
rather acute trouble for Communist 
rulers. Great Britain, however, is not 
willing to go along. The British want 
to get rid of Chiang and turn For. 
mosa over to the Communists. They op. 
pose any move inside China that might 
embarrass the Communist regime. 

What you come up with, as a result of 
the conferences between President Tr. 
man for the United States, and Prime 
Minister Attlee for the British, is this 

Great Britain is willing to fight ona 
limited basis to try to maintain the pres- 
tige of the United Nations and to deny 
the Communists a clear-cut victory in 
Korea. Britain has about 10,000 troops in- 
volved in the war with Chinese armies. 
The British, however, regard this as a 
limited fight. They want to deal on issues 
involving the future of Communism in 
Asia as a whole. They would “appease” 
the Chinese Communists by giving them 
membership in the United Nations and 
by giving them Formosa despite the war 
they have waged against British troops. 

The United States takes a less limited 
view. Mr. Truman, backed by Dean 
Acheson as Secretary of State and by the 
Joint Chiefs of Staff, considers that Com- 
munist China has waged war against the 
U.S. Chinese armies have killed thov- 
sands of American youths and wounded 
thousands more. They have called this 
country most of the names in the vocabu- 
lary. The U.S. official view is that no 
bunch of bandits in any part of the world 
should be permitted to insult and attack 
this nation, killing its youths, without 
paying some kind of penalty. 

Mr. Attlee still hopes for a deal cover- 
ing Asia, while keeping up the appear 
ance of a fight in Korea. Mr. Truman will 
take a deal, but only on U.S. terms. 

Barring a deal, Communist China faces 
a fight. The kind of fight she faces is 
something that only time will tell. The 
process of dealing, after the Attlee-Trv- 
man conferences, is expected to take 
some time. Unless all signs fail, the fight 
will pick up after that. 
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RUSSIA’S PLAN IS GOING WELL 


Eurasian Continent Seems Within Her Grasp 


As the world looks to Stalin, 
Mao & Co.: 

Things are going fine, and at 
small cost. East Europe already 
is in the bag. Asia looks ripe for 
picking, piecemeal. 

That's Mao‘s job. He's busy 
now. Stalin is sitting back. But 
his armies are intact, ready for 
action at the signal. Mao-Stalin 
team sees little to block its way 
at this time. 


Joseph Stalin and Mao Tse-tung, 
looking out over their world, find 
things going well, all according to 
plan. From where they sit the vast 
Eurasian continent, in which they are 
interested at the moment, appears to 
be filled with opportunities for ex- 
pansion. 

Stalin is senior partner in the Stalin- 
Mao combination. Mao, so far as Amer- 
ican officials can learn, takes orders from 
his senior. His field of expansion is Asia. 
Mao is the really active partner at this 
time. Stalin is busy, temporarily, digest- 
ing and consolidating his postwar gains 
in Europe. He has his eye on Western 
Germany, Yugoslavia and the Middle 
East as prospects for future absorption. 

The over-all plan of the Stalin-Mao 
partnership is simple. It calls for control 
over the entire Eurasian continent. This 
continent is the home of 1.6 billion 
people. Its resources in raw materials 
are immense. Control here, once estab- 
lished, would provide the means for a 
try at eventual conquest of the U.S. 

Ambitious rulers from time to time 
have dreamed of conquering the world. 
None, in modern times, has come closer 
to realizing that dream than Stalin and 
his partner, Mao, now have come. The 
rest of Asia is not far out of their grasp. 
Western Europe looks tempting, but 
back of Europe stands the U.S., with 
fleets of bombers and big stockpiles of 
atomic bombs. Stalin, momentarily, hesi- 
tates. 

How the continent they hope to rule 
looks to Stalin and Mao is shown by the 
map on pages 14-15. 

Only some fringes and peninsulas are 
still outside their grasp. Mao, new in his 
control over China, is qn the move now 
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to bring some of these within the Com- 
munist empire. 

Korea to the Stalin-Mao partnership 
is just a small appendage on their conti- 
nent. As Mao looks out over his armies 
and flexes his muscles to test their newly 
found strength, it has appeared easy to 
bring Korea into the empire. Stalin has 
promised him Korea for the taking. It 
looked simple, but still there is the mat- 
ter of shoving aside troops of the U.N. 
If he takes Korea, then Japan becomes 
a prize about which to dream. Formosa, 
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—Herblock in Washington Post 


‘500 MILLION OF THEM— 
ALL EXPENDABLE’ 


held by Chiang Kai-shek, is an imme- 
diate objective. 

Indo-China, to Mao, appears more 
important than Korea. Here is a penin- 
sula that opens the way to bigger things. 
But he is leaving that as a major Chinese 
undertaking until Korea is cleaned up. 
Local Communists, some of them with 
arms from China, are fighting French 
forces in Indo-China; but the final push, 
with Chinese troops, is to come later. 

After Indo-China is toppled over, 
Thailand and Burma are due for atten- 
tion. Then is to come Malaya, where 
British troops numbering possibly as 
many as 75,000 are fighting Communist- 
led guerrillas. Here in Southeast Asia 
are tin, rubber, rice, vast resources in 
people and raw materials. And next door 
is the wealth of Indonesia. 

Tibet already is coming under Mao’s 


control. Tibet, in itself, is not much to 
look at or to use, but it is one door to 
India, with its 325 million people. Tak- 
ing of Indo-China will be expected to 
open the east door to India and Pakistan. 
Tibet is the north door, through which 
armies someday may march. 

India’s defenses are weak. As Mao 
and Stalin view the situation, it would 
not be too hard for Communist armies to 
take the country after a few cities had 
been softened up by aerial bombs. Pakis- 
tan, too, is seen as rather easy to annex. 

Mao has his work cut out for the fu- 
ture in this job of taking over the eastern 
and southern fringes of the continent. 
He is busy now in Korea, Indo-China and 
Tibet. All of South and East Asia then 
will seem to be within his grasp. 

Stalin, big boss in the partnership, for 
the moment is sitting and waiting and 
watching. He has air forces next door to 
Korea, and submarines deployed around 
that peninsula, but he does not plan to 
use them unless they are needed to sup- 
port his partner. His are bigger ideas. 

Europe and the Middle East are the 
areas that Stalin is thinking most about. 
From Moscow, Western Europe appears 
as just a peninsula on the Eurasian con- 
tinent. But it is a peninsula that holds 
the world’s greatest concentration of in- 
dustrial power outside the U.S. 

Stalin, as he looks over plans for his 
new moves, finds not a single Russian 
soldier committed to action, while the 
Western powers already are extended. 
They have something less than half a 
million soldiers in the Orient, and have 
few left to confront him in the areas that 
border his present empire. Stalin, by con- 
trast, has 175 active Soviet divisions, with 
vast trained reserves. More than 50 
divisions of satellite troops are under his 
control, in addition. 

For Stalin the choices are many, each 
involving the element of surprise. Sitting 
on the inside of the Eurasian continent, 
looking out, he can make his own choice 
of action, concentrating strength behind 
it, while the outside world, uncertain 
where the strike may come, must divide 
its forces. 

Yugoslavia must appear to the Rus- 
sian dictator to be unusually tempting. 
There is trouble inside the country. Satel- 
lite troops—those of Hungary, Bulgaria, 
Rumania, Albania, Czechoslovakia—could 
be used to strike. Yugoslavia is another 
piece of real estate that could be had 
without involvement of divisions from 
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19 divisions. 








Russia. But there is one unanswered 
question: Would big war come if inva- 
sion started in the Balkans? 

Germany, of course, is the grand prize 
in Europe. Stalin, weighing his chances, 
must be calculating at this time whether, 
if there is war, it might not be better 
to strike directly for Western Germany 
and the rest of Europe. Warning has 
come from the Kremlin to the nations of 
the West asserting quite plainly that 
Russia will move if an attempt is made 
to rearm the West Germans. 
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WESTERN EUROPE is the 
great prize of Russian strat- | 
egy. Here are the shipbuild- 
ing facilities, aircraft facto- 
ries, arsenals, large cities, re- 
sources and man power for 
great armies that someday 
may conquer America. These 
are defended now by only 


At some point, rather than risk re- 
creation of a big German army, Stalin 
is likely to cause war. The Russians are 
weighing the strength of the West to 
determine when and where to strike the 
blows. In Germany and in Europe west 
of the Urals are 165 Russian and satellite 
divisions. Against them are not more 
than 19 Western divisions, some hardly 
more than skeletons. 

The Middle East, too, seems very 
tempting. Here is most of the oil that 
powers European industry and military 
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IRAN and IRAQ, which supply most 
of Western Evrope’s oil, are wide open 
to invasion. Stalin wants that oil. 
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forces. Here, too, is the oil that Russia 
needs desperately if she is to fight the 
U.S. Iran is just over Russia’s border, and 
Iraq and Saudi Arabia are not far away. 
Communists are active in that area. The 
oil is there, seemingly for the taking. 
As Stalin looks at that oil—largest 
reserve in the world—he sees almost 
no military force standing between Rus- 
sia and conquest. Turkey has strength, 
but could be driven back if she moved 
beyond her borders. There are no other 
forces worth mentioning in the area 
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KOREA, if lost, leaves Japan open to attack. 
U.S. has 100,000 combat troops in Korea; 
Britain has 85,000 soldiers in Korea and Malaya. 
Communists are pushing them out. 











‘INDO-CHINA, if lost, opens way to - 
conquest of Thailand, Burma, Malaya 
and Indonesia. France with 150,000 
‘soldiers in Indo-China, is losing. 
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But again Stalin sees the threat of the 
atomic bomb. 

If Stalin should take the Middle East, 
then Russia would have access to enough 
oil, once transport problems were solved. 
Europe would be denied its nearest big 
source of oil, and it is. doubtful if the 
Western Hemisphere could provide 
needed supplies. 

Stalin, weighing his chances, may de- 
cide that it will be best to strike here, 
where there is a chance to get the most 
gain for the least effort. 
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What will he do? Strike now, or wait? 

If Stalin waits, the U.S. will increase 
its military strength, become more able 
to defend itself and the world outside his 
empire. But will Stalin gain strength 
more rapidly? Will waiting bring more 
recruits to the Communist cause, give 
time to build up Communist parties for 
more active resistance inside France, 
Italy, Germany, Belgium, Canada, Latin 
America, even the U.S.? 

The big enemy to Stalin is the United 
States. The Truman Doctrine challenged 


the Communist plan for rule of the world. 
The big question, as Stalin sees it, 
is not whether there is to be a major 
test of strength, but when it is to come. 
Timing, to the Russian leader, is all im- 
portant. 

Stalin, now 70, feels that he has to 
move fast if he is to realize his dream of 
a Communist world in his lifetime. So the 
Stalin-Mao partnership is rolling. As the 
Communist leaders look out over their 
world they see things going well, accord- 
ing to plan. Korea is only a beginning. 
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CHIANG’S OWN PLAN 


AN INTERVIEW WITH CHIANG KAI-SHEK 





EDITOR’S NOTE: How would Generalissimo 
Chiang Kai-shek fight the Chinese Commu- 
nists who drove him from the China mainland 
and took over the country his Nationalist Gov- 
ernment once controlled? 

Chiang now is on the side lines of the war 











(By Radiogram 
Between Formosa and Washington) 


Q Generalissimo Chiang, what direction do you 
think American policy in the Far East should take, 
in view of developments in Korea? 

A The most pressing task today is to find the 
means to prevent the conflagration started by the 
Communists in Korea from spreading to the other 
parts of Asia. This is the primary condition for 
frustrating the Soviet imperialistic policy of world 
domination. To perform this task, a positive and 
strong American policy is needed. No temporary 
military setback or success should be considered 
ground for appeasement. Bitter experience has 
taught me that appeasement, instead of deterring 
Communist aggression, merely invites further at- 
tack. Appeasement may mean political suicide for 
the appeaser. 

It is my conviction that: 

(A) U.S.A. should furnish the leadership to all 
Asiatic peoples and governments now fighting for 
the preservation of their freedom so that they may 
be forged into one fighting unit. While adequate 
aid will be necessary, the total amount of such aid 
for the Far East will not exceed one fifth of the 
total amount of aid that America gives to the rest 
of the world. Up until now each Asiatic country— 
Korea, free China, Vietnam, Thailand, Philippines, 
etc.—has been carrying on its own “cold” or shoot- 
ing war. Each has lost or is losing ground. 


---3 
Q 
there 
between the Communists and U.N. forces in Chin 
Korea. By radio, the editors of U.S. News & A 
World Report questioned him about the criti main 
cal developments in Asia. He sent his replies revel 
by radio to Washington from his headquarters coun 
in Taipei on the island of Formosa. Q 
actin 
+ Chin 

A 
(B) Japan should be permitted to join the un- contr 
ion of Far Eastern countries and be enabled to able. 
defend herself and participate in the common de- Amer 
fense of freedom in Asia. circu 
(C) As the Peiping regime has become the ene- to the 
my of the United Nations, American co-operation Sta 
in the air and naval defense of Taiwan [Formosa] who 

out. 


should no longer carry with it the condition that 
free China should refrain from all military opera- 
tions against the mainland. While our naval and 
air forces need urgent aid and further strengthen- Q! 
ing, we have never envisaged in our plans for the | al! Cl 
restoration of freedom to the Chinese mainland | munis 


the use of American ground forces. A ( 
sion i 

No Resentment If U.S. Helps nature 
format 


Q It is being said that American aid to Nation- 
alist troops would cause resentment inside China 
on a patriotic basis. Do you believe this is true? QV 

A The allegation is absolutely untrue. It is | “0m 
merely Communist propaganda. Patriotic Chinese } °P#nion 
faced with Soviet aggression and domination on Al 


Many | 


the mainland of China were disappointed with the of the 
American hands-off policy, even more so than they } Pont c 
were in the period 1937-41 when Japan was the the at 
aggressor. would 
Civilians and guerrillas on the mainland would §- Q W 
invariably welcome the return of free China troops | 8 of | 
to deliver them from Communist oppression. | “ould | 
American aid instead of causing resentment will ' A CI 
or ant 


be appreciated. 
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Chinese Know Americans Are Their Friends . . . A-Bomb 





Not Desirable in China... U.S. Can Avert World War Iil 


Q If U.N. troops are forced out of Korea, could 
there be a countermovement on the mainland of 
China? 

A So long as American Far Eastern policy re- 
mains firm and positive, no temporary military 
reverse anywhere would lessen the possibility of a 
countermovement on the mainland of China. 

Q How do you think the Chinese people are re- 
acting to the fighting between American and 
Chinese troops? 

A Under the very tight and brutal Communist 
controls, overt reaction may not be easily observ- 
able. At heart, the Chinese people know the 
American people to be their friends. As soon as 
circumstances permit, they would revolt and rally 
to the flag of freedom. 

Statements by Chinese Communist soldiers 
who surrendered at the Korean front bear this 
out. 


“Peiping Alienates Support’ 


Q Does not this conflict in Korea mean that 
al! Chinese will be solidified behind the Com- 
munists?P 

A On the contrary, Chinese Communist aggres- 
sion in Korea shows up more clearly the puppet 
nature of the Peiping regime. According to my in- 
formation, this is alienating even the support of 
many of the fellow travelers. 

Q What effect do you think the use of the 
atom bomb would have on Chinese public 
opinion? 

A I shall not speculate on the possible reaction 
of the Chinese public. Even from the military 
point of view, I doubt very much that the use of 
the atom bomb on Chinese Communist forces 
would produce the desired effect. 

Q What effect do you think conventional bomb- 
ing of Manchurian bases and the China mainland 
would have on Chinese public opinion? 

A Chinese Communists will use such bombing 
for anti-American propaganda. But, despite the 


Iron Curtain, they cannot hide from the Chinese 
people the fact that the mission of the United Na- 
tions forces is the restitution of freedom. Conven- 
tional bombing confined to military objectives will 
be recognized by Chinese opinion as a military 
necessity. If such necessary air operations are 
undertaken by the free China Air Force, any pos- 
sible unfavorable psychological effect may be ob- 
viated. 


Chiang’s Strength on Mainland 


Q How big an army could the Nationalists put 
into the China mainland, and how long would it 
take to set up a military front in’ China? 

A The size of such an army cannot be judged by 
the size of the force now under my command. I 
prefer not to comment on the rest of the question. 

Q It is estimated that the Communists may 
have a million troops in South China who would 
counterattack any movement of the Nationalists. 
Do you agree with these estimates? 

A The estimate is approximately correct, but 
we have more than 1% million guerrillas on the 
mainland, most of whom are in the same general 
area. 


Need for U.S. Firmness 


Q What effect do you think withdrawal from 
Korea by U.N. troops would have on the future 
of Asia? 

A As I said above, the future of Asia depends 
basically on the firmness of American Far Eastern 
policy rather than on any temporary or local for- 
tunes of war. However, should the Communists 
succeed in consolidating their control of Asia, the 
vast human potential of a billion Asians may out- 
weigh military advantages elsewhere. 

I firmly believe that, through timely American 
leadership of a fighting union of Asiatic countries, 
this huge pool of man power may yet be saved 
from Communist domination and thereby the 
world may yet be spared a third world war. 
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WHAT SHALL WE DO ABOUT CHINA? 


Pro and Con by Two Far-East Experts 


AN INTERVIEW WITH 
STANLEY K. HORNBECK 


State Department's Chief of 
Far Eastern Division, 1928-37, 
and adviser on political 
relations, 1937-44. 


AN INTERVIEW WITH 
OWEN LATTIMORE 


Twenty-five years’ experience 
in China, now professor of 
international relations, 
Johns Hopkins University. 


INTERVIEW WITH MR. HORNBECK 


Q Do you regard the problems of the Far East as 
interrelated with the problems of Europe, Mr. Horn- 
beck, or are they separate problems? 

A I don’t see how they can be separated at all. 
Security has become an indivisible thing and we can’t 
make ourselves secure by being secure or having other 
people secure in only one theater. 

Q In other words, you don’t see “Europe first” or 
“Asia first” as the alternatives? 

A The Communist attack is global just as the at- 
tack by the Axis powers in World War II was global, 
and you’ve got to deal with it all the way around 
the.world. 

Q You mean that if we yield in one place we are 
hurt in other places through loss of prestige? 

A Not alone through loss of prestige but through 
loss of position. Every loss of territory and population 
to Communism is just that much advantage to the 
Communists and that much disadvantage to the peo- 
ple who are resisting the spread of Communism, and 
that seems to be the majority of the nations which are 
united with us in self-defense. 

Q Then you see it as something we’ve got to face 
up to whether we like it or not in whatever quarter of 
the globe this Communist threat appears? 

A We’ve got to meet this threat—somebody’s got 
to meet this threat wherever the Communists are 
pressing, and, just as in World War II we made our 
operation one of putting major emphasis on what we 
considered the major theater, we nevertheless went 
into very big operations of holding the other theaters, 
particularly the Far East. 

Q Do you think that we should rearm the Japanese 
and bring them into the picture? 

A I don’t see how you can very well do that with 
the situation that we have created there, at least it 
would be a slow process and the present problem is 
one of immediate urgency. It would be a good deal 
simpler to give wholehearted and substantial moral 
and material aid to the Chinese Nationalists, who 
have already got arms and who have been fighting 


the Chinese Communists for a long time and can re- 
sume that fighting. 

Q It’s generally supposed, isn’t it, that when they 
go into the field they lose most of their arms and am- 
munition to the other side? 

A Our forces are doing very much the same kind of 
thing right now in Korea. 

Q You think those are the fortunes of battle? 

A Those are apparently the fortunes of battle, but 
insofar as that charge has been true, it’s partly the re- 
sult of the conditions which then prevailed in China. 

Q The situation might be different now? 

A It would seem that the Nationalist guerrillas on 
the mainland in China who are actually operating 
against the Communist regime are not only not losing 
their weapons but they’re acquiring more weapons. 

Q Do you think that the charge will be made in- 
side China that help by a foreign power was un- 
patriotic and that this would militate against the Na- 
tionalists? 

A The Chinese people will line up on the side of 
whatever organization they feel they have the least 
reason to fear and most reason to expect benefits 
from. They had a long taste of the Nationalists, who 
under the circumstances weren’t able to do them 
much good. They’ve been having now for the last year 
and a half a good taste of the Communists, who not 
only aren’t doing them much good but who are doing 
them a great deal of harm. 

Q So you think they might be ripe for a change 
again? 

A You never can know until you try it. This is cer- 
tain: The Chinese Nationalists are the only people 
who are in any position today to put up any substan- 
tial resistance to the Chinese Communists, and those 
Nationalists, if given moral support and an assured 
supply of munitions, equipment, etc., at least would 
have a chance to exert pressure on the Chinese Com- 
munists which would tend to relax the pressure by the 
Chinese Communists against areas peripheral t0 
China. 


—— 
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Should U. N. Admit Peiping Regime? ... Europe or 





Asia First? . . . Will There Be Counterrevolution? 


Q Do you think that we should be using our naval 
and air power in assistance to the Nationalists if 
the Chinese Communists persist in the war? 

A It depends somewhat on what we decide to do in 
Korea and, generally speaking, I do not think that we 
should get our own armed forces involved. The Na- 
tionalists, of course, have never even asked us to do 
that. 

Q If we were forced out of Korea do you think that 
would make it necessary for us to use our armed forces 
or naval and air power? 

A We might have to use them for the defensive 
position in Japan, but we don’t have to commit them 
in connection with any part of the struggle between 
one Chinese regime and another Chinese regime. We 
never have needed to use our own armed forces there. 
We have needed to give moral and material support to 
the side which could do us most good in the conflict 
there between Communism and, well, comparative 
freedom. 

Q What about recognizing the Chinese Communist 
regime? 

A What in the world could there be for us to gain, 
for American interests, by according recognition to 
the Chinese Communist regime? There certainly 
would be a lot of things we’d lose. 

Q What about giving them a seat in the Security 
Council? 


A I see nothing for the United Nations or for us to 
gain by giving them a seat in the Security Council, 
and a great deal would be lost by doing that. 

Q That’s because they’ve revealed themselves to be 
aggressors? 

A They’ve not only revealed themselves to be ag- 
gressors but they’ve revealed themselves to have none 
of the qualifications ordinarily required of a regime 
before you give it recognition as the lawful Govern- 
ment. 

There’s the suggestion that we should recognize the 
Communist Government because it happens to have 
physical control of most of mainland China, or that 
it should be seated in the United Nations because it 
has physical control at this moment of most of China 
—that isn’t necessary at all. The Communist regime 
does not speak for the Chinese people, it only speaks 
for itself and its own party and its own forces. It’s 
a Communist thing. It isn’t China. It’s Communism 
in China. 

Q You regard the mere military control by a fac- 
tion as only one facet of the problem of recognition? 

A Physical control has been only one factor among 
several which have been the tests of the eligibility of a 
government for recognition. We had that pretty well 
standardized in our American practice and among 
the important tests are the capacity and the willing- 
ness to live up to international obligations. 


INTERVIEW WITH MR. LATTIMORE 


Q Do you think that these questions that are arising 
now, Mr. Lattimore, can be treated separately as 
European problems or as Asiatic problems, or do you 
think they are interrelated and are part of what 
might be called a global problem? 

A I most certainly think that they are part of a 
global problem. Part of the situation since the war 
has been the virtual termination of the old colonial 
system in Europe. That system with all its faults did 
represent a stabilized relationship, economic as well 
as political, between a very large part of Asia and Eu- 
rope. But something has to replace that and I don’t 
see how either a European policy or a policy in Asia 
can be successful unless they work in with each other 
and include the restoration of satisfactory working 
relations, mutually satisfactory, between Europe and 
Asia, because since Europe no longer controls Asia 
any arrangements arrived at have to be mutually sat- 
isfactory and not simply imposed by Europe. 


Q Do you regard China as a Communist country? 

A I regard China as a country of 450,000,000 non- 
Communists controlled by maybe 1 or 2 million 
trained, indoctrinated Communists. 

Q Are these Communists likely to retain the sup- 
port of the people because of the ideological program 
or because of military control? 

A Primarily the Chinese Communists have come 
to power not because people were converted to their 
point of view but because people became completely 
disillusioned in the Kuomintang [Nationalist Party] 
and because the people refused to support Chiang 
Kai-shek’s Government any longer and the Com- 
munists got a sort of public mandate by default. 

Q Would you say that the situation is ripe for 
counterrevolutionary elements of various kinds? 

A It took well over 20 years before the Kuomintang 
completely lost public support in China. How long it 


(Continued on page 20) 
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would take in the case of the Chinese Communists 
there’s no telling. 

Q Would the situation perhaps be accelerated 
through mistakes that might be made by the Com- 
munist rulers in their international policies, in relation 
to the United Nations for example? 

A That would be one possibility, and I think 
against that possibility you would have to stack the 
other possibility that mistakes made by other countries 
in their handling of China might serve to consolidate 
the control of the Communists and would lead to 
further identification between the people and the 
Communist Government. 

Q If the U.N. forces are compelled to withdraw 
from Korea and they continue their military opera- 
tions against Communist China either by sea power 
or air power or both, what effect do you think this 
might have internally on Chinese opinion? 

A I don’t know. The only precedent we have to go 
on is that, when Chiang Kai-shek was defeated in the 
civil war in China, he made a fairly consistent practice 
of losing cities and then going back and bombing 
them, which was construed by Chinese public opinion 
as ineffectual vindictiveness and made opinion very 
hostile toward him. It was probably one of the biggest 
political and military mistakes made. 

Q Do you think that the Chinese Communists and 
the Moscow Communists are working together in the 
formulation of the policy toward the U. N., or do you 
think there’s a distinctive Chinese Communist point 
of view as differentiated from Moscow? 

A There seems to be a whole range of views about 
the Chinese Communists being completely puppets or 
prisoners of Russian policy. I don’t know of any hard 
evidence on it one way or the other. 


Is Mao Another Tito? 

Q Would you say from your knowledge of Chinese 
character that there is a possibility that Mao might 
parallel to some extent Tito, or do you think that he 
would be likely to maintain a very firm alliance with 
Moscow? 

A I don’t know of anything in the Chinese national 
character that would provide an answer to that. It 
seems to me rather a question of the conditions in 
which any government or group of politicians tries to 
operate. 

Q From your knowledge of China would you say 
that what is going on outside of China today in the 
Korean episode, for instance, is pretty well known 
throughout all of China or only in a limited way in 
certain centers? 

A It depends on how good a network of Com- 
munist-controlled information and propaganda has 
been set up, and that in turn is partly a question of 
radio network, promptness with which things are put 
into the newspapers in addition to the radio, all that 
kind of thing. 


Q Isn't it going to be a considerable surprise to 
most Chinese to find themselves fighting Americans 
anywhere? 

A I’m afraid not, because after all the Communist 
propaganda for several years now has been drumming 
on the idea that America is the danger. 

Q What formula for the settlement of this problem 
is available? 

A Well, starting from the operation of American 
policy, it seems to me that we are faced with the prob- 
lem of retrieving a situation that has been precipi- 
tated by a military disaster. In order to retrieve that 
situation we need to find a policy that is based ona 
community of interests and agreement as to action be- 
tween ourselves and as many nations as possible in 
Europe and Asia. 

And since the geographical scene in which the 
emergency steps or policy will have to be taken is in 
Asia, it seems to me a policy seeking the form of com- 
mon counsel about common interests should include 
the important non-Communist countries of Asia right 
at the ground floor. I think it would probably be a 
serious mistake to attempt to have first a caucus of 
American and European powers to work out a policy 
and then present it to the Asian powers. That would 
be suspect from the Asian point of view. They would 
want to be in on the discussion from the very begin- 
ning. 


Changing Views on Korea 

Q In your memorandum of August, 1949, didn't 
you suggest that we ought to withdraw our forces 
from Korea? 

A Well, at that time you will remember there had 
been a good many stories in the press indicating that 
our military opinion was that Korea was strategi- 
cally untenable, and my point of view at that time was 
that if a situation is strategically untenable you ought 
to get out of it, find a situation that is tenable and 
hold it. 

Q Do you lean toward the view that strategically 
the Japan-Okinawa-Philippines line was the line that 
we should have maintained? 

A As I recall, that was the point of view at the 
time. I’m no military expert, but reasoning on a line 
that began on accepting military opinion on military 
things, it seemed to me that the policy ought to be 
adjusted to those realities. 

Q But, later on, when the North Korean armies 
moved across the 38th parallel, they presented the 
world with an entirely different situation, didn't 
they? 

A Precisely. It seemed to me that before then, when 
I felt we ought to disengage ourselves from Korea, we 
were getting ourselves into danger of having one foot 
in the place where it might be caught in the trap. And 
then eventually the trap was sprung, and we weft 
caught by one foot. 
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The alternative then was to try and jerk the foot 
out, or stamp on the trap with the other foot and try 
and break the trap. And I think that the decision to 
try and smash the trap was an absolutely sound deci- 
sion. But one thing that has rather astonished me in 
all the discussions since is that if the proper military 
opinion was right in the first place—in saying that 
Korea was strategically untenable—presumably that 
meant that in the long run Korea was still strategical- 
ly untenable. I would argue from this that the best 
victory you can win in a strategically untenable situa- 
tion is a tactical victory and not a strategical victory. 
If we were out to win a tactical victory then we should 
accompany it by very strenuous diplomatic activity 
parallel to the military activity. 

Q How could we accomplish that? 

A I think a mistake was made in slapping down 
the Indian suggestion last summer. I think that that 
Indian move was somewhat misrepresented as an offer 
to mediate. My understanding was that the Indians 
were not offering to mediate but they were suggesting 
that while they supported resistance to aggression in 
Korea they believed that diplomatic discussions 
should be opened up parallel to the military action. 
Our policy seems to have been that we had to carry 
through the military action, and, having completely 
reduced the aggression, should then offer to take up 
the diplomatic negotiations. 

In other words, we had a tandem theory of proce- 
dure—first military, then diplomatic. The Indians 
had a parallel theory—diplomatic and military action 
simultaneously. Now our policy hasn’t worked; the 
Indian one might have worked. In any case, it seems 
to me to be a basic rule of diplomacy that diplomacy 
works through contact and discussion. Therefore in 
the practice of diplomacy, even if you do not use an 
opportunity to talk, you should not shut off the chan- 
nel of talk. In turning down the Indian proposal last 
summer we not only did not avail ourselves of the op- 
portunity to talk but virtually cut off the channel of 
possible talk. It was unsound diplomacy right at the 
beginning of things. 


Question of U.N. Foe as Member 

Q How do you look at the practical situation that 
the U. N., having gone into Korea last summer to re- 
sist aggression, now finds itself attacked by Commu- 
nist Chinese armies which are really attacking the 
U. N.? How can the U.N. now admit to its member- 
ship or to a seat in the Council a government which is 
in the process of committing aggression against the 
U. N.? 

A Of course, in any situation of this kind you 
have a combination of legal considerations, ethical 
considerations and considerations which are pri- 
marily a matter of public opinion, public relations, 
etc. 

Q But doesn’t the prestige of the U.N. in the fu- 


.. “Slapping down Indian offer was unsound diplomacy” 


ture rest upon the fact that, having put its hand to the 
plow to keep aggressors from invading countries, and 
having sent its forces to Korea— 

A Unfortunately, it seems to me that part of the 
situation that we face is that everybody else concerned 
in the U.N. is going to do their utmost to alibi them- 
selves and say, “Well, that was clothed as a U.N. 
policy, but it was really a U.S. policy, and if you boys 
are going to hand out any losses of prestige, kindly 
make them losses of American prestige and not U.N. 
prestige.” 


Reward for Aggressor? 

Q That could be an argument, but on the record 
the U.N. is in the position of having gone in to resist 
aggression, and now it is stopped from doing it by a 
military force representing a government that seeks 
admission to the Council. Doesn’t it encourage the 
theory that the way to get into the U. N. and get any- 
thing done is to aggress a little bit? 

A There very certainly is that danger. However, 
that is part of a somewhat more complicated situa- 
tion. Obviously, it is not only distasteful to American 
policy but dangerous to U.N. prestige that a country 
should force its way into the United Nations as a re- 
sult of aggression. On the other hand, I think there 
are some aspects of the China-U.N. relationship 
which have been differently viewed in Asia and in 
America. We haven’t yet squarely faced the fact that 
Asian opinion counts more and more in these matters, 
and from the point of view not simply of Chinese 
opinion, but of common Asian opinion we have made 
some mistakes that people in Asia will be only too 
ready to offset against the Chinese offense. For in- 
stance, in the question of Americans allegedly flying 
over the Manchurian frontier and bombing Manchur- 
ian villages by mistake, etc. 

The United States took the attitude that we were 
going to be perfectly fair-minded about that and 
wouldn’t mind having it investigated, and all the Chi- 
nese had to do was to admit a U. N. commission to in- 
vestigate on the spot. Now from the point of view not 
only of China but, I suspect, very strongly of people 
in India, Pakistan and so on, the question that people 
would ask is: “By what right are these people de- 
manding that an independent country should subject 
itself to examination by an international body on 
which it isn’t even represented?” 

Q In other words, that these investigations would 
be more pertinent after the government became a 
member of the U. N.? 

A Also, of course, from the Asian point of view 
the United States position is very much weakened by 
the action that we took with regard to Formosa at the 
same time as Korea. That was U.S. action that was 
never supported by the United Nations, and it was 
very strongly criticized by countries like India and 
Pakistan. 
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Japan Could Arm Millions, 
But Is Her Price Too High? 


Reported from TOKYO 


War with China is bringing 
new pressure to rearm Japan, 
give the old enemy the guns and 
tools to fight the Communists. 

On paper, Japan can produce 
an Army of millions, start up a 
big war industry, staff it with the 
best-trained workers in Asia. 

Catch is Japan’s price. It may 
take billions from U. S., a prom- 
ise to restore part of the old 
Empire, to send a Japanese Army 
into a war with China. 


TOKYO 

Japan could build an army of 200,- 
000 troops within six months. She has 
enough idle industrial capacity to sup- 
ply much of that force within a year. 
The country also possesses a potential 
reserve of millions of trained fighting 
men. 

These facts take on increasing impor- 
tance as war deepens in Asia. Japan has 
the largest industrial capacity of any 
country in the Far East and the largest 
body of trained military man power now 
beyond the reach of Communists. Japan, 
possibly, could be developed into a major 
Asiatic ally of the United States and the 
United Nations. This possibility now is 
getting attention in top circles. 

Rearming Japan, in fact, already 
has begun on a very small scale. A 
National Police Reserve of 75,000 men 
was organized by Gen. Douglas Mac- 
Arthur after the outbreak of war in Korea. 
This force is supplanting the four Ameri- 
can occupation divisions that were dis- 
patched to Korea. When the police force 
was established, however, 200,000 Jap- 
anese volunteered. Thus there would be 
little delay in reaching that strength. 

Also in Japan are thousands of demo- 
bilized regular Army officers, most with 
combat experience. Maj. Gen. Charles A. 
Willoughby, General MacArthur's intelli- 
gence chief, maintains an up-to-date file 
on their experience and whereabouts. 
Presumably they could be recalled to 
service in a matter of days. General 
Willoughby also employes a group of 
fermer colonels who once were the brains 
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of the Planning and Operations Section 
of the Japanese Army General Staff. 
Their services are immediately available. 

Altogether, Japan has 5 million veter- 
ans of the last war, plus millions more 
who have reached military age since hos- 
tilities ended. The islands have a popu- 
lation of 84 million, including the best- 
trained workers in Asia. 

Idle industrial capacity in Japan could 
be revived to equip an army with rifles, 
machine guns, mortars, artillery and 
tanks. There is unused capacity in the 
automotive, locomotive, communications- 
equipment and machinery industries that 
could quickly be converted. The steel 
industry, which now operates at 3 million 
tons a year, has a capacity of 6 million. 

Military strength of Japan is avail- 
able for the defense of the home islands. 
Most Japanese leaders are quite willing 
to provide the land forces for this, if 
given a guarantee that the U.S. or the 
United Nations will provide sea and air 
defense. Air and naval bases will be pro- 
vided for U.S. forces without question. 

There is a question, however, of how 
far Japan would be willing to go in fight- 
ing Communists on the mainland of Asia 
or elsewhere. Some U.S. Army officers in 
Japan believe that an effective fighting 
force of Japanese troops could be organ- 
ized. There is also known to be a group 
of onetime Japanese officers who would 
welcome the chance to try to regain 
some of the prewar Japanese Empire. As 
one Japanese official explains: “If we 
fight in World War III, we would fight 
for Japan, not the U.S., and we would 
expect to have our privileged position in 
Asia restored.” 

That is a sign that at least some Jap- 
anese leaders are willing to join the 
United States against Communists—but 
at a price. A minimum price for willing 
co-operation seems to be the restoration 
of Formosa and possibly of Korea, and 
the recovery of control in Manchuria. 

Another problem in Japanese re- 
armament is the supply of raw materials. 
Industry depends almost entirely on im- 
ported raw materials, and most of those 
have been coming from China and Man- 
churia. Next year, for example, it had 
been planned to get 2 million tons of 
cooking coal from Manchuria and from 
2 to 83 millions tons of Chinese iron ore. 
That source of supply now apparently is 
cut off. 





- —Bristol from Black Star 
ARMED POLICE IN JAPAN 
. Washington is watching 


The problem of industrial supplies, 
however, does not appear insoluble. Ma- 
terials might be obtained from the Phil- 
ippines or Southeast Asia, or even from 
the United States. Economists also are 
exploring the possibility of having the 
U.S. itself equip and maintain a larger 
Japanese Army, just as the armies of 
Europe are promised military equipment 
under the Mutual Defense Assistance 
Pact. U.S. officials in Japan agree that 
rearmament would add to the dollar 
burdens of the United States, whatever 
the program. But, in exchange, the U.S. 
might obtain added military support. 

Legal problems also arise in propos- 
als to rearm Japan. Under terms of the 
Potsdam Agreement, decisions of the Far 
Eastern Commission and the MacArthur- 
written Japanese Constitution, Japan is 
prohibited from rebuilding armed forces 
or reconstructing an arms industry. 

The outbreak of war with China, how- 
ever, might be held to have abrogated 
these restrictions on Japan’s military ac- 
tivity. Chinese aggression in Korea might 
be interpreted as making Japanese de- 
fense essential. 

In any event, Japan’s potential as a 
military ally in the Far East is getting 
consideration in top circles in both Tokyo 
and Washington. 
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DRAFT GETS SET FOR SPEED-UP 


Married Men, Veterans, Students Face Calls 


Draft is to get bigger as mili- 
tary needs grow. A 5-million- 
man armed force already is being 
talked. And that isn’t ceiling. 

Hitting that goal means a call- 
up of all 1-A’s. It means many 
husbands, veterans, students, 
4-F's will don uniforms. 

Exemptions are to be less free 
and easy. And chances are men 
drafted will stay in longer than 
they now expect. 


Need of men by the armed services 
for war with Communist China, or for 
a bigger war that may lie ahead, is be- 
ing reappraised. 

The goal has been a 3-million-man 
force. In service now are 2.2 million. In- 
stead of 3 million, the armed services 
are beginning to think in terms of 5 mil- 
lion. If a big war should come, even that 
goal would double or triple. 

Draft, in the light of changing needs, 
is to be speeded in 1951. Building and 
maintaining even a 3-million-man force 
is to pinch in many places. If the deci- 
sion is for 5 million, the pinch will be- 
come severe; draft changes will be dras- 
tic, affecting men who have thought 
themselves exempt. 

As the situation now stands: 

1-A’s men already cleared for service. 
have a 1-in-2 chance of being called at 
this time. If the armed forces go to 5 
million, all 1-A’s will be taken. Draft 
rules then will be changed. More men 
will be made eligible, some of them 
husbands and veterans. 

Shrinkage of the reservoir of draft-age 
man power makes the problem tougher. 
The chart tells the story of that shrink- 
age. Of 9.3 million men in the 19-through- 
25 age range, 1.4 million potential draf- 
tees are left. Some 870,000 of them can 
be classed 1-A. 

Thousands of those 1-A’s will enlist. 
But they still help fill up the armed 

services. Many are hurrying to marry in 
an effort to avoid the draft, but they may 
be taken anyway. From those who are 
left must come men to meet draft calls 
expected to total 400,000 to 500,000 
from December through next June. 

Draft age limit of 19 through 25 is 
to be retained, for the time being. But 
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the lid may come off before the close of 
1951—sooner, if a big war comes. If it 
does, 18-year-olds would be drafted 
ahead of men 26 and up. 

Exemptions are to be relaxed, as con- 
ditions stand at present, before draft 
ages are changed. The term of military 
service, now fixed at 21 months, may be 
stretched to 24 months. Effect would be 
to make the man-power supply go 15 
per cent further. Selective Service officials 
want a term of 30 months. Switching 
to either 24 or 30 months would re- 
quire changes in the draft law by 
Congress. 

Married men, now draft exempt, can 
expect to be called, some for a 3-million- 
man force, and many more if require- 
ments are raised to 5 million. Those 
without children face a call fairly soon. 
Those with children are to have a longer 
wait. The decision here is up to Presi- 
dent Truman, acting on the advice of 
the generals and admirals. Congress need 
not act. 

Veterans, too, may be tapped once 
more for military service in 1951. Exempt 
now by law, they form the nation’s 
biggest pool of trained man_ power. 
With trained regulars pinned down in 
Korea, trained veterans must form the 


nucleus for any greatly expanding mili- 
tary force. 

Students, promised deferment to 
finish out the school year, may find that 
promise revoked, probably not immedi- 
ately but perhaps after next June. ROTC 
students, Reserve officers trained while 
in school, may expect summons to active 
duty. 

4-F’s, rejected by the Army for physi- 
cal and mental unfitness, already are be- 
ing rescreened. Standards are to be low- 
ered—the start has 
4-F’s may be worked into desk or labor 
jobs. But the military still wants no great 
numbers of them. 

Women, increasingly, are to find their 
way into uniform, into clerical jobs, to 
free men for military duty. 

More National Guard divisions, more 
Reservists are to be called to active duty, 
particularly if the military man-power 
goal jumps beyond 3 million. The Navy 
alone is bringing in 15,000 trained en- 
listed Reserves in April, May and June. 

In short, war and the outlook for an 
even greater war mean that the U.S. is 
to reach into millions of homes, into 
stores, factories, for the 
man power it needs to rebuild its military 
strength. 
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Man on Street Says: 


‘TRY FOR PEACE, ARM FOR WAR’ 


Reported from WEBSTER CITY, IOWA 


To people on Main Street, 
Korea looks like a bungle, but 
not worth fighting China for. 

Russia is seen as the real 
enemy, but few want U.S. to 
strike the first blow. They think 
this no time to start tossing atom 
bombs. 

Old isolation isn’t popular 
either. Main Streeters want U. S. 
to stay in Europe, get strong at 
almost any cost, keep the peace 
but be ready to call all bluffs. 


WEBSTER CITY, IA. 

Down at the grass roots, what peo- 
ple want is peace, if they can get it. 
Failing that, they want to fight a war, 
when they must, that they have a real 
chance to win. They don’t see this 
chance in an all-out war with Com- 
munist China. That, many people are 
saying, would just “bleed this coun- 
try white,” for Russia to make the kill. 

Most people, it seems, would far rath- 
er take on Russia directly, as and when 
the time comes for that. 

These attitudes, and quite a lot of 
others, show up in an on-the-ground sur- 
vey of war thinking in Webster City, a 
representative small city in north central 
Iowa that likes to be known as “Main 
Street, U.S.A.” Some of these attitudes 
seem so clear-cut, and presumably typical 
of the interior of the country, that they 
may very well influence this nation’s 
future international policies. 

A rather extensive sampling of opinion 
indicates, for example, that plenty of 
people are quite willing to give up in 
Korea, permanently. There is not much 
objection, either, on this grass-roots level, 
to letting Communist China come into 
the United Nations. 

An attempt at a peace deal, by Presi- 
dent Truman, Premier Stalin and other 
heads of states, is favored. People want 
to see it tried, though they doubt much 
will come of it. Few want to drop atom 
bombs on either Russia or China, unless 
and until the Russians start that kind of 
bombing. 
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On the other hand, few seem willing 
to give up any territory in which the 
U.S. has an interest, including Formosa, 
under hostile pressure. And just about 
everybody wants the U.S. to arm to the 
teeth, much faster than it has been arm- 
ing. Some say they would like to see 
that done even if there should be a 
peace agreement. They don’t trust such 
agreements much. 

Lastly, and underlying all this, there 
is a marked political reaction against 
the Truman Administration for what is 
termed its “mistake” in going into Korea, 
and for “bungling” after that. That reac- 
tion, mixed up with the bad taste left by 
unproved charges of Communism in the 
State Department, centers on Secretary of 
State Dean Acheson. 

A good many people are demanding 
that Mr. Acheson get out, and some of 
his aides with him, to make room for a 
new pilot and maybe a new policy. 

Webster City, where these public at- 
titudes were studied by interviews with 
farmers, merchants and other business- 
men, editors, lawyers, housewives and 
others, is the kind of community politi- 
cians often watch to see how the wind 
is blowing. Normally it is stoutly Repub- 
lican, but on a number of occasions it 
has swung to the other side. 





The county which embraces Webster 
City swung to Mr. Truman that way in 
1948, when farmers feared the Repub. 
licans would not keep them prosperous, 

The community is a prosperous farm 
market center, with a few small indus. 
tries, in the corn-hog country 72 miles 
north of Des Moines. Its population js 
close to 8,000. 

Disaster in Korea has shaken the com- 
munity profoundly, tends to dominate 
the thinking on all other war questions. 
People go on asking one another how 
such a thing could happen, whom to 
blame. The answer that they seem to find 
as satisfying as any is: “It’s a bungle 
from the top.” That answer was given by 
a merchant and World War II veteran, 
in a group huddled over morning coffee. 
The dozen other men present offered no 
amendment. 

Actually, most people interviewed say 
frankly that they approved the Korean 
venture at the start. Many favored go- 
ing on into North Korea. What they 
complain about is that Washington and 
the Army, with all the resources of in 
formation and expert judgment ordinary 
citizens lack, failed to foresee events. 

Their idea is that Chinese reaction 
could have been appraised accurately at 
the outset, and the Chinese offensive 


OE 


WH J 


3 
¥ 


i 


GETTING THE LATEST WAR NEWS BY TELETYPE 
“There are just too many Chinese” 


U. S. NEWS & WORLD REPORT 








u. 


oe 


coul: 
it oc 

W 
of g 
spict 
mini! 

Pr 
coul 
with 
want 
losse: 
cond 
must 

A 
cept 
stren 
the | 

Mi 
appa 
with 
“The 
woul 
to m 
mand 
Red | 

Th 
twee! 
eral ¢ 
Russi: 

He 
some 
Chin 
will 1 
afford 

Sur 
presse 
tion ¢ 
shoulc 


nessm 


bad” ; 





DECEM 











bster 
Ly in 
pub- 
Tous, 
farm 
idus- 
miles 
on is 


com- 
inate 
‘i0ns. 
how 
n to 
) find 
ingle 
n by 
eran, 
Hee 
d no 


1 say 
yrean 
1 go- 
they 
and 
f in- 
inary 
S. 
ction 
ly at 
nsive 


>ORT 








U.S. News & World Report 





———— 


could have been anticipated long before 
it occurred. 

What that adds up to, now, is a fear 
of getting burnt again. There is a con- 
spicuous disposition to look for ways to 
minimize the risk of that. 

Prolonging war in Korea, even if that 
could be possible, would find little favor 
with some. A hotel manager, for example, 
wants to “pull all our men out; cut the 
losses short.” Said a banker: “We can 
condone the mistake in Korea, but we 
must not repeat it.” 

A housewife thought it better to “ac- 
cept a defeat in one place and save our 
strength.” Some others, of course, think 
the U.S. can’t afford to give up. 

Most people, however, say they are 
appalled at the prospect of full-scale war 
with China. Said a successful farmer: 
“There are just too many Chinese. We 
would be bled white while Russia waited 
to make the kill.” A businessman de- 
manded: “What good would a war with 
Red China do us?” 

There isn’t even any real quarrel be- 
tween the U.S. and China, he and sev- 
eral other people argued. They felt that 
Russia engineered the Chinese offensive. 

Hence these people would like to see 
some sort of agreement reached with 
China. Their chief doubt is that China 
will make one that this country could 
afford to accept. 

Surprisingly, though, few who so ex- 
pressed themselves felt that the ques- 
tion of China’s admission to the U.N. 


should stand in the way. Several busi- 
nessmen remarked that this was “not too 
bad” a concession to make. 
A group of farmers indicated agree- 
ment with the view expressed by one. 
“If we mean to shut out all representa- 


tives who don’t agree with us, there’s 
no reason to have a world organization. 
It would be just an exclusive club.” 
Fighting Russia, to most, seems a 
smarter idea than fighting China. But 
rather few, apparently, want this coun- 
try to start such a war by striking the 


first blow, atomic or otherwise. Several 
commented that an attack of this sort 
was not likely to be decisive. Russia then 
would retaliate with atom bombs and 
every other weapon she possesses. 

Moreover, these Iowans argued, the 
U.S. could not afford to bear the onus of 
starting a third World War, and thereby 
alienating many friendly nations who 
want above all else to avert such a war. 

Much the same arguments were ad- 
vanced against using the atom bomb 
anywhere unless an enemy nation should 
use it first, although some suggested that 
the bombs be used regardless. 

A farmer’s idea was: “We should not 
be first to use the bomb, but I hope we'll 
be an awfully close second.” 

Just about everyone, in fact, seems to 
want the nation to get ready to fight, 
whenever it may become necessary to 
fight. Losses in Korea make people im- 
patient with what they consider the slow 
pace of mobilization and of arms pro- 
duction. The popular idea is, as an editor 
put it, “Let’s get going.” 

People want to be choosy, though, 
about where to fight, so far as the U.S. 
can choose. A lawyer, who was also an 
officer in World War II, said: “It’s fool- 
ish to fight little fires until Russia is ready 
to launch an all-out attack. We should 
classify areas. Where they are minor, as 
Korea is, let them go.” 

That seems to be a typical view. 
Should it prevail, country-wide, it would 





FARMER AND TOWNSMAN DISCUSS THE KOREAN WAR 
‘Let's get going!“’ 
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compel revision of the existing policy of 
resisting Communist or Communist-sup- 
ported aggression everywhere. 

Concentrating U.S. power in Europe 
is favored more than concentrating it in 
Asia. This in spite of a conviction that 
Russia could easily overrun Europe to- 
day, and, but for the threat inherent in 
the U.S. atom bomb, would do so. The 
ruling idea is that Europe could be made 
fairly strong in a year or two. 

But Iowans want to be very sure that 
Europe matches, on some equitable basis, 
whatever man power, arms and money 
the U.S. contributes to European de- 
fense. Complaint that Europe has failed 
to do this, up to now, is heard very 
widely. Bitterly resented, too, is the 
scant help most European nations have 
given to the U.N. effort in Korea. 

Cost of defense, too, is to be eyed 
very critically. Both farmers and_busi- 
nessmen here in the interior of the 
country are feeling a pinch on net in- 
come from rising costs. Taxes hurt, and 
everyone knows they are going to hurt 
more. This tightening up has just led 
Webster City citizens to vote down a 
$512,000 bond issue for schools their 
children needed badly. For whatever 
cash they put into Europe, they want 
their money's worth. 

Falling back on the Western Hemi- 
sphere, letting everything else go is an 
alternative that’s somewhat talked about. 
It seems to gain adherents, here and 
there, especially among some of the 
people who have sons in service or about 
to go in, and among others thoroughly 
discouraged by the upset in Korea. But 
that sort of thinking is limited to a 
rather small minority, unless it has a 
lot of adherents who are keeping very 
silent. Reports that it is prevalent among 
farmers are scouted by the farmers them- 
selves. Several subscribed to the state- 
ment of one in their group: “I can't 
conceive of the U.S. as operating on a 
purely national or Hemisphere basis. The 
world is not that simple any longer.” 

Several businessmen, similarly, rejected 
all isolationist thinking with the rejoin- 
der that a U.S. withdrawal from Europe 
would give Russia a green light to take 
over. Then, they said, in her own good 
time Russia would set out to conquer the 
Western Hemisphere. 

The upshot seems to be that people 
want, most of all, peace. They're willing 
for their nation to make concessions for 
that. But not to give away its shirt. If 
they can't get peace, they will accept 
war, preferably decisive war. But wher- 
ever this nation is allowed any choice, 
they may be critical about the kind of 
war and where. 

Even so, it is not apparent, as yet at 
least, that Americans again will seek a 
way out in a retreat into isolationism. 
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YOU CAN LIVE DESPITE A-BOMB 


Here’s How to Prepare Home and Factory 


War is near enough to cause 
people to think about problems 
that will come if bombs start to 
fall. 

Practical advice is worth atten- 
tion on where to find shelter, 
what foods, clothing, etc., to lay 
in for emergency, what to do if 
your home gets into the front 
lines. 

Here is advice of experts on 
what to be considering. 


What, in general, should a person 
think about in considering possible 
bombing problems? 

The individual certainly will want to 
know how to keep alive, if a bomb ever 
should drop. So learn the six rules for 
survival, as illustrated here. Schools teach 
them to children, on the West Coast. 
They are basic—proved in Britain, used 
by Germans, and good for any bombing 
attack, atomic or otherwise. 

It’s worth while, too, to think about 
what might make a shelter. At home, you 
don’t need a lead-lined pillbox; just fig- 
ure out the safest spot in your house and 
make sure you have a flashlight, some 
canned food, a first-aid kit. Geiger coun- 
ters are strictly for professionals. 

Apartment dwellers may want to or- 
ganize and equip group shelters. It will 
be many months before public shelters 
worthy of the name are available. You 
will have to buy your own survival gear. 
The landlord isn’t obligated. Cities may 
issue equipment some day, but individ- 
uals are not likely to get anything more 
than a tin hat, or a stirrup pump. 

How about protecting property? 

You can figure that if war does come 
you will want blackout curtains, sand 
and water buckets, window boarding 
and sandbagging for your house. You 
can't do much to protect a car, or furni- 
ture and other things inside a building. 

Most people’s needs, at this stage any- 
way, would be met by bomb or war- 
damage insurance. Some federal war-in- 
surance plan is expected, eventually. 
(See page 48.) Fire-insurance policies 
as a rule exclude war damage. 

But can’t you take some precautions? 

Yes, indeed. One very good idea is to 
figure out a way of preserving your per- 
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sonal and family records that can be 


easily destroyed by fire. 


You can make duplicates of records, as 
by photostat, and send the duplicates to 


a relative in another area. The courts 
usually admit photostats and microfilms 
as legal evidence. 

Another plan is to rent a safe-deposit 
box in a bank and put records and valu- 
ables there. Big-city banks usually have 
deep underground vaults that are ex- 
pected to survive most hazards. Small- 
town banks with ground-level vaults 
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. .. tin hats and stirrup pumps? 


seem unlikely to be hit. A typical metro- 
politan bank charges $8 to $9 a year rent 
on a deposit box that is 2 feet long, 4 
inches wide, 4 inches deep. 

Some people will make summaries of 
their records and bury these in boxes in 
their gardens. 

What records are most important? 

Birth certificates of all family mem- 
bers; Social Security numbers; bank 
statements; stock and bond serial num- 
bers; insurance-policy numbers; next-of- 
kin names and addresses; military-service 
records; marriage and divorce certificates; 
wills; deeds to real estate. 

Practically all life insurance outstand- 
ing, by the way, including policies that 
originally carried “war clauses” in World 
War II, not payable if death resulted 
from war, now pays off on deaths caused 
by enemy bombings. But, since the start 





of the Korean war, companies are once 
more writing “war clauses” into policies 
sold to members of the Reserves, or 
draft-age men and women, in some cases, 
Some insurance companies with al] 
their assets in urban real property could 
have trouble satisfying claims from a 
disaster, of course, if their assets were 
destroyed. 

Are bank deposits safe? 

Very safe. The Federal Government 
insures every deposit up to $10,000. It 
will pay off if a bank is blitzed and can. 
not meet depositors’ demands. So most 
people really do not need to spread their 
bank accounts around to a number of 
separate banks, although some are doing 
that. Banks’ own records are being micro- 
filmed, in many cases, and sent to second 
ary records centers as insurance against 
loss of the home-office records. 

And war bonds? 

They are supersafe, too. The Goven- 
ment keeps in Chicago duplicate micro- 
film records of bond ownership. And you 
can turn bonds over to the U.S. Treas. 
ury, or a Federal Reserve bank, for safe- 
keeping. You would still want a record 
of that, including a list of your bonds 
serial numbers. 

Do stocks pose special problems? 

No, not if you keep a record of owner. 
ship. Many brokers, and trusts holding 
large amounts of stocks for others, are 
microfilming their records. They store 
these in safe places. But individual 
ought to make their own extra records, 
too. 

What about bodily safety away from 
home—at work, in schools, downtown? 

It primarily depends on getting under 
cover fast enough. If you happen to get 
caught in the open, right under an atomic 
bomb, there is practically no hope. Any- 
where within one-half mile of the bomb 
your chances of escaping are about | out 
of 10, unless you're in a deep shelter. 
From 1 to 1% miles out, odds that you 
will be killed are 15 in 100. At points 
1% to 2 miles away, deaths drop to 2 
3 out of each 100. Beyond .2 miles, the 
explosion will cause practically no deaths 
at all. 

But cover increases your 
greatly. Right now, no city or town pre 
vides special bomb protection. Remen- 
ber, however, that most people are nor 
mally under cover of some kind—in stores, 
offices, behind buildings. 

Some large cities are painting arrows 
on walks and buildings, to direct people 
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to subways and other sheltered places. 
Some business firms are organizing staffs 
in factories and office buildings, prepar- 
ing air-raid drills. 

Activities like these will increase. If 
Congress agrees, a big shelter-building 


program will begin. The Administration 
is asking, urgently, for authority to spend 
1.1 billion dollars in federal funds on 


bomb shelters in the next three years. 

States and cities will have to put up 

matching funds. 

Shelters will be enormous concrete 
underground structures in most places, 
and probably will be used for parking 
cars in ordinary times. Reinforced base- 
ments that can be bomb shelters almost 
surely will become standard in new 
schools and public buildings. 

What is the greatest danger? 

The danger of complete surprise in a 
bombing attack. Authorities estimate 
that, with only a few minutes’ advance 
warning, enough to give people a chance 
to get under cover, the casualty rate can 
be cut 50 per cent or more. One of 
the most urgent tasks facing Millard F. 
Caldwell, new chief of the Federal Civil 
Defense Administration, is the creation 
of a good, nation-wide, early-warning 
system. 

The Air Force has set up a limited 
kind of radar network. Some of the most 
important “primary target areas” are 
ringed by radar units that keep tabs on 
incoming airplanes and require them to 
identify themselves. But it will be two 
years before the continental radar “fence” 
up and down the coast lines, and around 
Alaska, is functioning. 

Are there any other practical things 
to remember? 

You may want to get, and wear, iden- 
tification bracelets that carry your full 
name and blood type. Former service- 
men can use their “dog tags.” At Allen- 
town, Pa., a city of 106,000, the whole 
population was issued such identifica- 
tion, including blood typing. Housewives 
are urged to learn how to turn off utilities 
and fireproof their houses by cleaning 
out trash. Many suburban communities 
are seeking extra water supplies, not de- 
pendent on city electric power. Red Cross 
experts will be giving first- aid training 
courses again. 

There is one final point that authori- 
ties are stressing—you can forget most 
stories you read about atomic radioactiv- 
ity, mass evacuation of cities, devasta- 
tion of whole regions. If there were a 
“hydrogen superbomb,” for example, 100 
times as powerful as the actual modern 
atomic bombs, it would reach out only 
about 9 miles from the center of the ex- 
plosion—not clear across a State. The 
new line on atomic attack is to figure on 
staying and living. The whole country 
cannot run away and hide. 
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Survival Secrets for Atomic Attacks 
ALWAYS PUT FIRST THINGS FIRST 


Try to Get Shielded 


f If you have time, get down in a basement or 
subway. Should you unexpectedly be caught 
out-of-doors, seek shelter alongside a building, 
or jump in any handy ditch or gutter. 

Drop Flat on Ground or Floor 


To keep from being tossed about and to lessen 








the chances of being struck by falling and 





flying objects, flatten out at the base of a 
wall, or at the bottom of a bank. 


Bury Your Face in Your Arms 


When you drop flat, hide your eyes in the crook 
of your elbow. That will protect your face 










from flash burns, prevent temporary blindness 
SS and keep flying objects out of your eyes. 


NEVER LOSE YOUR HEAD 


Don’t Rush Outside 
Right After a Bombing 


After an air burst, wait a few minutes, 

then go to help fight fires. After other kinds 

of bursts wait at least one hour to give lingering 
radiation some chance to die down. 


Don’t Take Chances With Food 
Or Water in Open Containers 





To prevent radioactive poisoning or 
disease, select your food and water with 
care. When there is reason to believe 

they may be contaminated, stick to canned 
and bottled things if possible. 








Don’t Start Rumors 


In the confusion that follows a bombing, a 
single rumor might touch off a panic that 
could cost your life. 





Source: Civil Defense Administration 
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EUROPE’S FEAR OF WORLD WAR 


AN 


INTERVIEW WITH CHARLES H. KLINE 


Associate Editor in London of U.S. News & World Report 





EDITOR’S NOTE: Great Britain is being counted 
on as the strongest, most able ally of the U.S. if 
war breaks out on a global basis. How do the 
British people and their Government—living al- 
most in the shadow of Soviet armies massed in 
East Europe—feel about the fighting in Korea 
and the chances of war with Russia? 





Charles H. Kline, Associate Editor in London 
of U.S. News & World Report, returned to the 
United States in connection with the Truman- 
Attlee conference. In the following interview with 
his fellow editors in Washington, Mr. Kline an- 
swers many of the questions Americans are now 
asking about Britain. 





4 
med 





Q Some press dispatches have indicated that, so far 
as they are concerned, Europeans would write off the 
Far East and would have us transfer all our resources 
and men to Europe. Is that the feeling over there? 

A No—they wouldn’t just write it off—the British 
have more than twice as much investment in pure 
cash to lose in the Far East as the U.S. has. But, if 
they had to choose between their own skins and the 
cash in the Far East, of course they would choose 
their own skins. ° 

Q But why do they have that feeling—that there is 
such a choice? 

A They feel that they must explore the idea of de- 
taching the Chinese Communists from the Russians, 
as has been done in Yugoslavia. 

Q The British, so far as the Far East is concerned, 
have been gradually building up to the point, haven't 
they, of where they would like to do business with the 
Communists and put them in the United Nations— 
hasn’t that been their basic policy? 

A They would like to explore that—they would 
like to try that. 

Q The Chinese have never accepted their recogni- 
tion, have they? 

A No—that’s true. What the Chinese have done is 
this: When a British businessman comes out, the Brit- 
ish firm is allowed to replace him—keeping the num- 
bers the same—they are not allowed to send new 
businessmen in there, and the Chinese put a lot of 
obstacles in the way of their doing business. 

Q What has been the British idea as to what should 
happen in Korea? Did they have a poi.cy or program 
before the present situation developed? 

A The British—all parties in England—there’s been 
unanimity that we should have gone into Korea. 
There’s no division about that. But later on they be- 
gan to feel that General MacArthur was taking too 
much into his own hands. 

Q What did they base that on? 

A On the idea that they were told what was going 
to happen, instead of being consulted. Now on this 


latest offensive they were told too late—or at least 
that’s their story—they were told too late for them to 
make any argument against it. 

Q Well, would the British have been content had 
MacArthur stopped somewhere north of the 38th 
parallel? 

A Yes. 

Q Then what did they think would have happened 
—that the Chinese would have acquiesced? 

A They had no assurances, but they have great 
confidence in their negotiating ability. 

Q What is the British appraisal of the military out- 
look on a world basis? Britain would be hit early if 
war broke, wouldn't it? 

A Some of their military people think “yes” and 
some think “no.” A lot of the military think the Rus- 
sian atom bombs would hit Detroit or Washington 
before London. ; 

Q Do they think that London will be skipped en- 
tirely in an atom war? 

A There are two schools of military thought. One 
is that, both the U. S. and Russia having possession of 
the A-bomb, neither actually would use it in a third 
world war for fear of retaliation. The other idea is 
that Russia would strike first, and exclusively at key 
U.S. industrial targets. 

Q What about other cities of Western Europe— 
Paris, for example? 

A If any European city is to be A-bombed, of 
course, London above all is the highest-priority target. 
The rebuilding of London’s radar warning system is 
the most urgent defense project now under way in 
Britain. 

Q What city do they regard as the primary target 
in the U.S.? 

A Detroit and Washington are the most frequently 
mentioned. 

Q Do they see Chicago or the West Coast cities as 
likely A-bomb targets? 

A I have never heard military authorities speculate 
about that. 


— 
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British Caution in Korea ... Atom Bombs May Strike 





U.S. First... Soviet Aim—Attack in East, Hold in West? 


Q How realistic are the people in charge of the Brit- 
ish Government? Are they facing up to the war dan- 
gers that might confront them any minute over there? 

A They think they have a little time. 

Q You mean they think that this threat is not as 
immediate as we’ve been led to believe over here? Is 
that the reason why so many people come back and 
say Europe talks much less about war than America 
does? 

A Well, that isn’t the whole story. The story is that 
the people over there have had the suffering of the 
last war and they haven’t had the casualties of this 
war. Plus the fact that a lot of people in charge think 
that they have a lot more time to get ready for a 
global war than we do. 

Q What makes them think so? 

A Early last summer, before the Korea thing hap- 
pened, both the Americans and the British in Ger- 
many got hold of a lot of information about a decision 
in Soviet Germany to build a tremendous number of 
airfields. The Americans and the British looked into 
it and were quite worried because the Russians gave 
instructions to the Germans that a certain number of 
fields were to be built and were to be ready for opera- 
tions in the autumn, and that, of course, seemed very, 
very alarming. 

But the British looked into it a little further and 
found that the German contractors the Russians were 
using were supplied by the Russians with the most 
detailed specifications—not only the size of the run- 
ways, etc., but how the concrete was to be poured, and 
how fast forms were to be taken off, and all that sort 
of thing. The Germans who were ordered to do this 
work were very able construction people. When they 
read these specifications they complained that, while 
the runways might be all right for speed, they 
wouldn’t make a good job. The Russians said, “Never 
mind, just follow our blueprints and get the runways 
built in a hurry.” 

The British were not satisfied with that. As soon as 
some of the concrete had been poured they managed 
to get specimens and made tests to analyze them. 
Chemists came up with a report that, when finished, 
these runways could handle fighters but were not 
strong enough to take bombers. 

The British evaluation was that the Russians were 
bent on important adventures in the Far East and a 
holding operation in the West—at least temporarily. 
What they were doing was to sacrifice everything for 
speed to make a fighter screen against either atom 
bombers or conventional bombers. 

Q It was a network of defensive airstrips, in other 
words? 


A Yes, defensive airstrips, at least for the time be- 
ing. So the British feel, for the time being, in the very 
short run, that the Russian plan is to hold in the West 
and harvest in the Far East. 

Q The British seem to be willing to sit around and 
see that happen? 

A No. Not at all. They figure if they got too weak 
in the West that that would be an invitation for the 
Russians to do something more. 

Q Do they want us to keep the Russians from har- 
vesting the Far East, or do they want to make any 
effort in that direction? 

A There, of course, you come into the internal po- 
litical situation. The Labor Government is in power 
in Britain and would like to see rearmament by in- 
stallments without making it too tough on the people. 
They figure the faster rearmament is pressed the more 
the cost of living is going to go up, and that’s already 
hurting the Government in power. 


Military Strength of Britain 

Q U.S. is aiming at devoting one fifth of its nation- 
al strength—gross national product—to defense. What 
percentage is Britain likely to reach? 

A Britain is rearming on the installment plan at a 
rate of about 10 per cent of the national income. 

Q Is Britain strong in a military way? 

A In another big war Britain has considerable mili- 
tary potential in jet pilots and skilled seamen. If 
large armored forces are needed, the British still are 
several years away from having anything like a real 
striking fist. In terms of additional planes and addi- 
tional weapons they are gearing up at a pretty mod- 
erate pace. 

Q Have they been increasing the draft? 

A Yes, they’ve put the draft up to 24 months. 

Q What is their lowest age? 

A 18. 

Q What division strength do the British actually 
have now? 

A They are building up to about 10 divisions. 

Q Are those home divisions? 

A That’s counting everything. They’ve got quite a 
few troops dispersed in the Middle East, they’ve got 
a lot fighting the Communists in Malaya, and, of 
course, two brigades in Korea. 

Q What do they have in Korea in numbers of men? 

A They have this little Twenty-Seventh Brigade, 
which has an Australian component and the compo- 
nents that were taken from Hong Kong. And there is 
the Twenty-Ninth Brigade that was sent all the way 
from England, which has now been committed, be- 


(Continued on page 30) 
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. - British “invulnerable to appeal of Communism” 


cause things are so bad. There was a great deal 
of high-level discussion in Britain as to whether 
it wouldn’t be better not to commit the 
Twenty-Ninth Brigade and use it somewhere else 
in Asia. 

Q How large a force is there in these Brigades? 

A Well, there are about 5,000 or 6,000—maybe a 
little more—in each one. The Twenty-ninth Bri- 
gade was more or less self-sufficient when it 
left. It had supply, headquarters and that sort of 
thing. 

Q Are there many Communists in England? 

A The Communists are hardly even a nuisance 
in Britain. There are fewer than 50,000 party card 
holders in a nation of 50 million. Last election the 
two Communist members of Parliament were 
licked and other party candidates badly beaten. 
The only area where the Communists make trouble 
of consequence is among a few unions, notably the 
dockers and some electrical and engineering 
workers. 

Q How does the Government know who is and 
who isn’t a Communist—do they have a loyalty 
act? 

A The Labor Government has weeded out Com- 
munists from jobs related to defense or internal 
security. But the British are rather tolerant other- 
wise. For instance, recently the London munici- 
pality refused to make the holding of Communist 
views by an individual an automatic bar to his em- 
ployment as a schoolteacher. 

Q Are the British people worried about Commu- 
nists? 

A They feel they are invulnerable to the appeal 
of Communism. But they do worry an awful lot 
about the attractiveness of Communism to France 
and Italy and to the poorer millions of Asia. 

Q Was the country upset about the Klaus Fuchs 
case, about the leak of the deepest atomic secrets 
to Russia? 

A Very much. The enormity of the crime stag- 
gered people. 


Cost of Living vs. Socialists 

Q What is the present political atmosphere in 
Britain? Are the Socialists in solid? 

A The great worry and preoccupation in Britain 
today is the soaring cost of living and its effect on 
political prospects. Winston Churchill’s Conserva- 
tives support the main outlines of the Labor Gov- 
ernment’s foreign policy. So the real area of 
conflict is the economic field. The Socialists have 
been losing ground since the election in February. 

Q The cost of living is lower over there than 
here, isn’t it? 

A Well, wages are much lower. Essentials are 
lower—a pound of butter, etc. But the cost of liv- 
ing is increasingly up very, very much. 


Q What does an average factory worker make 
a week? 

A About $20, roughly. Of course, a lot of coal 
miners make the equivalent of $40. 

Q What can you tell us about general living 
conditions in Britain? 

A Living in Britain has become relatively—and 
please stress the word relatively—more comforta- 
ble progressively since the depths of 1947. Citrus 
fruits and many table delicacies again are avail- 
able. The pinch in red meat continues, and occa- 
sionally eggs become very scarce. But the children 
are thriving on a great deal of milk. A family can- 
not get a new car, but there’s a better chance to 
refurnish the home or to take a vacation abroad 
People would feel much better than they do if it 
were not for the fact that, as more and more things 
have come into the shops, the prices of those things 
have steadily crept upward. 


What U.S. Billions Did 

Q The U.S. has given billions to Europe since 
the war—th. countries have made a lot of promises, 
but have they fulfilled any of them? Is Europe 
stronger, more integrated now? 

A I would say that Europe is a lot healthier, 
economically. 

Q What would that mean in time of war? 

A Well, it would mean that their productive 
capacity is restored. But politically they haven’t 
integrated, and the criticism by American business- 
men who operate in England and who would like 
to sell more from there to Europe is that the British 
have been much too hesitant about making it easier 
to do business in Europe. But, as far as restoring 
their own capacities, I think there are many indi- 
cations that the British have done a good job. 

Q If war comes, will there be a national Gov- 
ernment? Will Attlee invite in the Conservatives? 

A Not necessarily. Attlee would consult Church- 
ill and maybe invite him into a coalition, but it’s 
not sure they could strike a bargain. 

Q Do the British still regard Churchill as their 
war leader? Do you think they’d rally around 
Attlee as they did around Churchill? 

A It’s a big political asset to Attlee that the pub- 
lic tends more to associate him with peace than 
war. Undoubtedly Churchill is hurt by a whisper- 
ing campaign that he would take greater risks of 
war with Russia. But, upon the actual outbreak of 
big war, I’m sure the country would want Churchill 
to be frequently consulted if not actually entrusted 
with full responsibility. 

Q Have the signs of World War II been pretty 
well erased in London? 

A Yes. Except for the area around St. Paul’s 
Cathedral, the Londoners have tidied up about 
everything. 
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INDUSTRIAL GIANT: ARMAMENT 


100-Billion Outlay Means Pinch on Business 


What U. S. is buying with bil- 
lions for defense: 

Guns, tanks, fighting gear are 
to take a steadily bigger slice. 
Tools, facilities for a really big 
military force are on the way. 
That's how the spending is 
planned. 

Girding for war is to put a 
crimp in civilian buying. There 
will be fewer gadgets available 
as arms orders mount. 


Armament for U.S., on paper, is 
down right now for 51 billion dollars. 
Paper plans, to be ready for Congress 
in January, will carry the total to more 
than 100 billion dollars. 

Rearmament, starting only a _ few 
months ago, already is getting into big- 
time figures. The figures themselves are 
a long way from representing dollars ac- 
tually spent. They do give industry and 
taxpayers an idea of spending to come, 
of orders shaping up now. 

At 51 billion dollars, the arms pro- 
gram already reflects a sharp shift in 
emphasis. Above 100 billions, as it soon 
will be, the arms program will involve an 
even greater shift. 

Rearmament is veering away from con- 
centration on rising pay rolls, food, pilot 
plants, test models. It is turning, instead, 
to actual production of weapons that 
can shoot, and in quantities that have 
some meaning. There is a shift, too, 
toward building of facilities for training 
far larger military forces and toward 
construction of ships. 

Where money goes, in broad out- 
line, is shown in the chart. That break- 
down involves the first 51 billions, of 
which 33 have been appropriated. 

Tanks, weapons, other “hardware” 
items provide an example of this shifting 
emphasis. Spending on these is to ac- 
count for 12.5 billions of the first 51 bil- 
lions. Less than 24 per cent of the funds 
appropriated were to be spent on these 
war tools that take steel, copper, alumi- 
num, other scarce materials. Now more 
than 29 per cent of the extra billions 
asked will go for durable equipment. 

Civilians, hoping that rearmament 
would leave enough metals for autos, 
refrigerators, other consumer durable 
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products, are to find that the new em- 
phasis in war plans means a dwindling 
output of heavy household equipment. 

Ammunition, shells and other sup- 
plies needed for fighting on a grand scale 
also are getting far more emphasis. Un- 
til a few weeks ago, they were to account 
for less than 17 per cent of the war spend- 
ing. Now, of the added billions that are 
asked, these war supplies account for 
more than 28 per cent. Altogether, more 
than 10 billions already is earmarked 
for buying gasoline, clothing, personnel 
equipment for the fighting man, medical 
supplies and hundreds of other things 
that are expended in war. 

Result, again, is to be a faster flow of 
orders to industry, a quicker and heavier 
impact on supplies of products that civil- 
ians want. Chemicals, petroleum, wool, 





© 1950, By U. S. News Pub. Corp. 


rayon, dozens of materials are to be 
shunted in greater volume to war uses. 

Military-pay appropriations, provided 
and asked, give another example of the 
shifting emphasis. The total now is up to 
nearly 11 billions. But pay checks, in- 
cluding those to civilian workers in the 
Defense Departments, accounted for 
more than 26 per cent of the dollars ap- 
propriated. They make up only 15 per 
cent of extra dollars now requested. 

There is to be a quickening mobiliza- 
tion of armed forces, but the rate is to 
be held down by shortages of facilities. 
These facilities must be expanded before 
any all-out program to build massive 
forces for world war. 

Building of training camps, docks, 
other structures needed for bigger mili- 
tary forces and a bigger war will take a 
far larger slice of the new dollars asked. 
Only 2 per cent of the arms money had 
been earmarked for construction. Now, 
more than 7 per cent of the new dollars 
asked is to go for building. 

Prospect is that an even bigger share 
of the next 50 billions will go for build- 
ing war facilities. 

Aircraft provide an example of another 
shift in military thinking. Heavy bombers 
had been given the major task in future 
wars. Now, with war involving huge land 
armies, U.S. is getting set to build a force 
around the foot soldier. 

Spending on aircraft—down for nearly 
10 billion dollars—is a major item in mili- 
tary planning. But planes get only 13 per 
cent of the new dollars requested, against 
24 per cent of funds already provided. 

Atomic energy, at the same time, 
comes in for a larger slice of new dollars. 
While U.S. builds a fighting force 
equipped with weapons already tested, 
the hydrogen bomb and other atomic 
weapons are to get new emphasis. 

Civil-defense plans now being laid be- 
fore Congress also show emphasis on new 
lines of military thinking. The idea of 
total war that may spread to U.S. is re- 
flected in estimates that more than 3 bil- 
lions should be spent on home defense 
over the next three years. 

Outlook indicated by new requests for 
arms money is one that looks to a faster 
build-up of a real fighting force of im- 
pressive size. It points, too, toward a 
rapid basic preparation for an even big- 
ger expansion later on. 

Effect, on industry and civilians alike, 
is to be far greater and come much sooner 
than anybody expected a month ago. 
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ust plain ordinary coal—but it holds a wealth for home and commercial use by Allis-Chalmers 
of good living for every American. screens and other equipment. Allis-Chalmers 
pumps, motors and mine hoists help step up pro- 


Over 16,000,000 home owners rely on it to stay 
duction, lower operating costs. 


warm and healthy. 

The name Allis-Chalmers is well known wherever 
products are mined, crushed, milled or processed— 
in fact, all basic industries serving your good living 
today rely more and more on Allis-Chalmers’ 103 
years of machine building experience! 


It’s used— 1,000,000 tons a day—to make elec- 
tric light and power, heating and cooking gas—to 
run transportation systems, manufacture steel, 
drugs, chemicals, textiles. 

It’s a mainstay of all industries... helped on its 
way by Allis-Chalmers! 

y by Allis aieimis ALLIS-CHALMERS MANUFACTURING COMPAN\ 
Every year, millions of tons of coal are processed 1388 South 70th Street, Milwaukee 1, Wisconsin 
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IN THE MIDDLE SOUTH 


Private business initiative is working a new 
kind of magic with the rich, black oil of the 
Middle South. Based on known reserves of 2.6 
billion barrels* in this area of Arkansas, Louisi- 
ana and Mississippi—with more being discov- 
ered each year—the oil and chemical industries 
are turning out a growing variety of products 
from gasoline to such complex materials as the 
new “cold rubber.” 


These industries are helping build a great future 
in the Middle South—and their investment is 
positive proot of confidence in the future of this 
area. Confidence that is shared by many indus- 
tries. For they recognize the natural advantages 
of the Middle South; its strategic location for 
national trade and for world trade through the 
port of New Orleans, interconnected transporta- 
tion, plentiful electric power, abundant resources 
of farm and forest, reserves of natural gas, salt, 
sulphur, coal, clays, barite, bauxite and man- 
ganese... Write today for specific information 
about the Middle South. 


*American Petroleum Institute 


For further information write : ae : 
seaee he Middle South 


THE MIDDLE SOUTH 


Area Office, 211 INTERNATIONAL TRADE MART, New Orleans, Louisiana or 


* any of these business-managed, tax-paying electric and gas service companies: 


~ 


ARKANSAS POWER & LIGHT COMPANY MISSISSIPPI POWER & LIGHT COMPANY 
Pine Bluff, Ark. Jackson 113, Miss. 
LOUISIANA POWER & LIGHT COMPANY NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans 14, La. : New Orleans 9, Lo. Mey, ae BAS: 
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FROM THE CAPITALS OF THE WORLD 


FRANKFURT....-LONDON....PARIS....WASHINGTON.... 








>> As Europe waits for Soviet Russia's next move..... 

Here is a report from Frankfurt, Germany, 80 miles away from a Soviet army, 
as cabled by Robert Kleiman, Central European Editor, U.S. News & World Report: 

"Admiral Kirk U.S. Ambassador to Moscow, stopped here in Frankfurt on his 
way to Washington. He sees no signs in Moscow that Russia expects war now. But 
the Admiral is making no predictions, either way, about next spring. 

"Currently, Admiral Kirk detects none of the telltale signs of war that the 
experts watch for. For example: Soviet Army units are remaining at peacetime 
strengtn. No over-age classes are being called up. No extraordinary movements 
of troops or Supplies have -been detected. There is no drive in Russia to build 
bomb shelters, or restrict civilian consumption of critical materials. There is 
no shifting of labor away from peacetime to wartime industries." 











>> And as U.S. and British military experts in Frankfurt see iteceece 

"There's no sign of any build-up of Soviet forces in East Germany. Just the 
normal replacement of conscripts is going on. A new age-class of raw recruits 
is arriving from Russia, but older trainees are moving home. 

"Soviet troops, after their October maneuvers, are back in winter quarters, 
scattered from Czechoslovakia to the Baltic. During maneuvers, attack westward 
is possible on 24 hours' notice. Now, it would take the Soviet Army from 5 to 15 
days to assemble for attack. So Allies count on at least a 5-day warning." 








>> Though all these signs in Frankfurt point toward peace..... 

"Still, nobody is certain. Everyone remembers the intelligence failure in 
Korea. Worried high officials point out that a phone call from the Kremlin could 
reverse the outlook overnight. Most Germans, most Europeans are extremely jumpy. 

"To give you a small sample, here's a letter I got today from the London 
Gramophone Shop. Asking for advance payment for records ordered, these London 
businessmen write: 'We regret that since writing you last month it has been 
decided, because of the gravity of the international situation, not to open 
credit accounts for overseas customers.’ " 





>> Before Korea, Frankfurt officials thought Russia needed a 30-day build-up 
in Poland before launching an attack. Since Korea, Soviet forces in Eastern 
Germany look big enough to drive through to the Rhine. Build-up in Poland, 
going on simultaneously, presumably would be ample for the push to the Channel. 





>> For a quick look at Soviet strength, as appraised in Frankfurt..... 


Soviet East German force: Around 300,000 troops, including 24 combat divi- 
(over) 
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WORLDGRAM-- (Continued) 


sions of about 8,000 men each. Fire power half that of ne~-mal U.S. division. 
Soviet Danubian force: 100,000 Russians organized into nine divisions--four 
of them in the Soviet zone of Austria, the five others in Hungary and Rumania. 
Soviet Polish force: 60,000 Russians, mainly line-of-communications troops. 
Soviet Army in Russia: 140 understrength divisions. 
Grand total, Soviet forces: Around 3 million men in 175 divisions, of which 
at least 90 are available for a westward offensive. Another 150 divisions could 
be mobilized in Soviet Russia within a few months after the outbreak of war. 














>> Russia's satellite armies are in addition to a Soviet force of 3 million. 
Before Korea, it was the fashion among Allied military men in Europe to discount 
these satellite armies. Tendency today is to take them much more seriously. 

Soviet satellite forces in Europe add up to about 750,000, not counting the 

paramilitary frontier guards. Polish Army leads with 200,000, under command of 
Marshal Rokossovsky of Moscow. Czechoslovak Army is up to 150,000. Rumanian 
Army has 130,000. Hungarian Army has 90,000. Bulgarian Army stands at 70,000. 
East Germany Army has 60,000 as of now. Albanian Army trails with 50,000. 























>> Against these Soviet and Soviet-satellite millions..... 

Allies in West Germany now have the equivalent of two American divisions, 
two British, three understrength French divisions, a brigade of 5,000 Belgians, 
a regiment of Danes, a regiment of Norwegians. Total: Seven divisions, in effect. 

Nearby in Western Europe: France has four understrength divisions at home. 
Belgium has one. Netherlands has one or two in building. Britain has about 
two. Italy has eight on paper, one ready. Realistic total: Maybe eight. 

Grand total in Western Europe: Roughly 15 full-strength combat divisions 
ready to take on a force that can include, at first, 90 Soviet divisions. 














>> This is not the way high officials in London, Paris, Washington planned it. 
They assumed, when the North Atlantic Treaty was signed a year and a half ago, 
that Russia would give the West at least three, and maybe six, years in which 
to rebuild the defenses of Western Europe. By 1952, at least 30-40 divisions; 
by 1955, 50-60 divisions. This was to be a program of gradual defense, not so 
fast as to sacrifice much butter to many guns. This was the pre-Korea dream. 


>> Allied miscalculations seem about to wreck this dream. 

Biggest miscalculation, as things now look, was the belief Russia would 
leave the West free to rebuild West Europe's defenses. As it is, Soviet strat- 
egy is bleeding the West white in Asia, thereby crippling the West in Europe. 
Next biggest miscalculation may be the U.S. plan to put guns in the hands of 
West Germans. All the Allies--except the Germans--have now agreed to this. But 
the Russians haven't. The Russians say they won't stand for it. So it's to be 
assumed the Russians won't sit idly by while West Germans are being armed. 

Still another miscalculation was the assumption that by this time the West 
would have a unified, balanced force in being in Western Europe. Actually, the 
Allied forces defending Europe today are neither unified nor balanced. They have 
a long way to go to get that way. Agreement on Gen. Dwight D. Eisenhower as 
head of a unified command will be just one of several steps to be taken. 

Against the background of Korea, you hear these questions: Will the Allies 
now really go all out to build up Europe's defenses? Will there be time? 
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People of the Week 


How Lin Piao Wins in Korea... U.S. Forced to Resurvey 


Fighting 


> Gen. Lin Piao is the youthful, little- 
known Chinese Communist leader who 
repulsed a modern army, the best that 
the U.S. has, under this country’s Jead- 
ing general, Douglas MacArthur. Gen- 
eral Lin did so, moreover, under handi- 
caps that many military men would have 
thought insuperable. 

He lacked air power. The fire power 
of his forces was inferior. Tanks and other 
modernized mechanisms of war were 
mostly on the side of the United Na- 
tions. And the number of troops actually 
engaged in the battle itself were about 
even, when action developed, although 
General Lin had overpowering reserve 
strength. 

These developments are forcing Amer- 
ican military leaders to seek an _ ex- 
planation, to review their techniques of 
warmaking. These leaders also want to 
know more about General Lin. 

Victory prescription. Lin himself is 
slight, wiry and 42. He looks much 
younger, even though since 1927 he has 
been almost continuously engaged in 
one or another of the Chinese Commu- 
nists’ many military campaigns. He _ is 


EX-PUPIL LIN 


Reported from TOKYO 


quoted as having given this prescription 
for winning battles: 

“If proper advantage is always taken 
of geographical features—especially rivers 
and mountains—the destruction of the 
enemy will be easy.” 

General Lin applied this rule in turn- 
ing back General MacArthur’s “win the 
war offensive. He took quick advantage 
of the fact that a range of mountains had 
forced the U.N. leader to split his troops 
into two separate, disassociated com- 
mands. Lin’s fast-moving guerrilla bands 
got behind the U.N. forces, harassed 
them from the rear and built road blocks 
along the few avenues of escape. 

To this, General Lin added a powerful 
element of surprise, a weapon he has 
found useful throughout the Chinese 
wars. He is a master of the quick forced 
march and the stunning surprise stroke, 
which repeatedly defeated the armies of 
Chiang Kai-shek, took strategic points 
and seized tons of supplies. 

The General. Lin was born in Hupeh 
Province, the son of a prosperous farmer 
and manufacturer who later went broke. 
The son managed to go through prepara- 





e + . master of surprise 
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Techniques . . . Revived Criticism for Willoughby 


tory school and then entered the famous 
Whampoa Military Academy, China’s 
West Point and an institution that has 
molded most of China’s military leaders. 

There, Lin was an outstanding sty. 
dent under an outstanding teacher. Gen. 
eral Chiang, who later put a price on 
Lin’s head, taught him both military tac. 
tics and politics. At that time, Chiang 
was on easy terms with Moscow, and 
Russian officers and propagandists also 
were teachers at Whampoa. 

After graduation, Lin quickly made a 
name for himself. By 1927, when he was 
only 19, he was a colonel, commanding a 
regiment. In that year General Chiang 
began a vigorous Communist purge. 

Col. Lin quickly chose the Communist 
side. He marched his regiment to Nan- 
chang and took part in the uprising there 
that generally is considered the opening 
battle of the Communists’ long and 
finally successtul war for the mastery of 
China. In that war, Lin soon became a 
central figure. 

By 1932, General Lin was in com- 
mand of the Chinese Communist Army's 
First Corps, and under him it became 


~—Acme photos 


EX-TEACHER CHIANG 


his lessons backfired 
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famous for a_ series of victories over 
Chiang’s Nationalist troops. In 1935, Lin 
and his Corps took part in the “Long 
March,” 6,000 miles in 368 days of al- 
most constant fighting. The march has 
become a Chinese Communist epic. In 
this march, Lin was recognized as pos- 
sessing great tactical skill, and his sol- 
diers became known as “iron troops.” 

Later, with Generalissimo Chiang and 
the Communists in a temporary alliance 
against the invading Japanese, General 
Lin was for a time Communist repre- 
sentative at Chungking, Chiang’s wartime 
capital. He also continued to distinguish 
himself on the field of battle, this time 
against Japanese. He was wounded, how- 
ever, and sent to Moscow for a long con- 
valescence. While he was there, Germany 
attacked Russia. Lin went to the front 
and was given an opportunity to see mod- 
em armies in action. 

Back in China, the General was named 
head of a military academy that the 
Communists had established to supply 
their forces with officers. But General Lin 
preferred the field. He led the Commu- 
nist army that overran Manchuria and 
Northern China. Then, last year, he com- 
manded the offensive that conquered 
Central and Southwestern China and, 
finally, gave the victory to the Com- 
munists. 

Now, General Lin has demonstrated 
his willingness to take on a new foe, the 
U.S. and other forces of the United Na- 
tions. He has forced American military 
men to resurvey their methods. Some 
think it may be necessary to restudy the 
whole question of the use of modern 
weapons and, perhaps, give a new em- 
phasis to guerrilla techniques. And Gen- 
eral Lin has shown that he obviously is 
the man who must be beaten if the U.S. 
is to win any conflict, limited or general, 
with the Communists of China. 


WILLOUGHBY’S TROUBLES 
>» Maj. Gen. Charles A. Willoughby is 


General MacArthur's chief intelligence 
officer. Criticism is being heaped upon 
General Willoughby because his intelli- 
gence service failed to foresee the Chi- 
nese Communist attack that stopped the 
“win the war” offensive. One result was 
that United Nations forces were routed. 
Another is the growth of much public 
curiosity concerning General Willoughby, 
his background and career. In total it is 
an unusual story. 

General Willoughby is a professional 
fighting man of 58 who was born at 
Heidelberg, Germany, the son of a Prus- 
sian baron, T. von Tscheppe-Weiden- 
bach, and an American mother, Emma 
Willoughby. The future general mi- 
grated to the U.S. in his teens, assumed 
his mother’s family name and in 1910 
became a naturalized American citizen. 

The Army attracted him. Young Wil- 
loughby enlisted, rose to the grade of 
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Look. 
Under 


Truck! 


Waar you really want to know about a truck 
boils down to this: Will it carry payload at lower cost and 
be the best buy in the long run? And the place to find the 
answer is under the truck! That’s where to look for rugged 
Timken-Detroit Axles with Hypoid Gearing. When you 
see the advanced design, sound construction, and cost- 
saving features of these dependable axles, you'll also see 
how they add up to reduced maintenance, improved per- 
formance, greater profits! There’s added assurance of satis- 
faction in the fact that Timken-Detroit Axles have rolled 
up an unequaled record of billions of miles of outstand- 
ing operation. When you buy trucks, be sure to specify 
Timken-Detroit Axles and Brakes! ~~ 






















MEDIUM- AND HEAVY-DUTY BRAKES 


Built for hydraulic, compressed air and 
vacuum actuation for trucks and trailers, 
these modern-design brakes assure maximum 
stopping ability, fast, safe operation and re- 
duced maintenance. Famous “‘P”’ Series Brake 
shown at right (note ‘‘Econoliners’’)—new 
“DP” Dual-Primary Brake shown below 
(with hydraulic actuation), Write today for 
illustrated literature. 
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oe AND SERVICES” 





This exciting new Journal of Com- 
merce 80-page handbook lists and de- 
scribes 1,000 new money-making lines 
by 750 manufacturers. Yours to use, 
sell, produce or compete with. Get 
your copy now—then follow the daily 
*‘New Products” column in The Jour- § | 
nal of Commerce. Your copy sent free § | 
with trial subscription of J-of-C—10 
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53 Park Row, New York 15, N. Y. 
Send me the J. of C. for the next 10 weeks plus 
my copy of “‘New Products and Services.” 
Check for $5 is enclosed. 
Name 


Address 


ea Zone 

















| 
| 
} 
State 
N-14 j 








It pays to do 
business in 


New York State! 


If you sell or buy abroad, New 
York State offers every facil- 
ity for expediting imports 
and exports. The Port of 
New York and the Empire 
State’s ports on the Great 
Lakes, St. Lawrence, and 
Hudson handle nearly half 
the nation’s dollar volume 
of foreign commerce. In New 
York City alone, 250,000 
people, from bankers to ste- 
vedores,are actively engaged 
in foreign trade. When you 
locate in New York State, 
you’re in the market place 
of the world. For more infor- 
mation, write to N. Y. State 
Dept. of Commerce, Room 
173, 112 State St., Albany 
7, New York. 
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sergeant but resigned to obtain more 
schooling. He was graduated from Get. 
tysburg College in Pennsylvania in 19]4 
and did graduate work at the University 
of Kansas, then returned to the Army ip 
1915 as a second lieutenant. : 

Service on the Mexican border fol- 
lowed and then in France. Between wars. 
he had the usual variety of assignments 
in the Army and also went through its 
more important schools—the Infantry 
School, the Command and Staff School 
and the War College. But his career was 
really only beginning when, in 1941, he 
was assigned to the Philippines with 
General MacArthur. He has been with 
MacArthur as intelligence officer ever 
since. 

They fought the battles of Bataan and 
Corregidor together. Together, on orders 
from Washington, they fled to Australia. 





GENERAL MacARTHUR 
. inadequately informed? 


And, together, they fought their way 
from island to island until Japan was 
beaten. On Aug. 15, 1945, General Wil- 
loughby represented General MacArthur 
in receiving the Japanese delegation for 
surrender negotiations. 

In Japan. When General MacArthur 
became top officer of the Japanese occu- 
pation, General Willoughby settled down 
with him, still as chief intelligence officer. 
Along with the job of watching military 
developments throughout the Far Eastern 
Command, General Willoughby — was 
given the task of policing Japan. 

He and his agents kept watch for the 
development of anti-American sentiment, 
for the organization of militarist, fascist 
or Communist groups. Mail was opened 
and read. Numerous reports were made 
to General MacArthur on the state ol 
Japanese public opinion. 
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General Willoughby is a burly 6-foot-2. 
He tends, like General MacArthur, to be 
aloof, remote. He prefers a strict observ- 
ance of military etiquette, but, again like 
General MacArthur, leans to informality 
in military dress, with necktie discarded 
in warm weather. 

With the rest of the group in Tokyo 
headquarters, Willoughby idolizes the 
Supreme Commander. When visiting 
dignitaries arrive from Washington, Gen- 
eral Willoughby has been known to ex- 
pound to them the MacArthur thesis on 
the importance of the Orient as a defense 
area for the U.S. 

Before the North Koreans attacked 
last June, he, with many other military 
men, had dismissed that peninsula as less 
important than other areas. That attack 
also was a surprise, but General Wil- 
loughby asserts that his intelligence sys- 
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INTELLIGENCE CHIEF WILLOUGHBY 
. a failure in foresight? 





tem gave Washington advance warning 
of the impending invasion. Some, how- 
ever, dispute the adequacy of his in- 
formation. 

After the recent setback near the Yalu 
River, General Willoughby called a press 
conference, which is a rarity with him. 
It had been known, he said, that Chinese 
Communist armies had been moving into 
Manchuria, but this was not regarded as 
an indication of aggression. After the 
“win the war” assault was begun and 
prisoners, maps and orders fell into 
Allied hands, the pattern of Chinese in- 
tervention was realized. But he thought 
the U.N. assault worth while because it 
had blunted the Chinese attack and made 
Chinese intentions clear. 

The argument over that point, and 
over General Willoughby, however, ap- 
parently has only just begun. 
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NEW FREE BOOK TELLS 
How to Buy —How to Apply 
the Right Aluminum Paint 


DID YOU KNOW there have been BIG changes made in 
aluminum paints—better vehicles, better pigments? That there’s 
one type of aluminum for metal surfaces? Another for heated 
surfaces? And a third for weather-exposed wood? 

ALCOA does not make paint, but we have prepared this book 
to help you select the right aluminum paints, made by leading 
paint manufacturers from Alcoa pigments. You’ll find many 
valuable facts in this new, free, illustrated, 24-page booklet “‘Paint- 
ing with Aluminum’’. Included are application instructions to 
insure maximum service; coverage tables, facts on correct types 
of ready-mixed aluminum paints for metal, masonry, wood, 
inside or out—and for heated surfaces. A copy is yours for the 
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(This article represents the result of an extensive 
research on a problem of outstanding importance.) 
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LOST, GIVEN, SOLD: VITAL MATERIALS 


There isn’t much left from 
World War Il to mount a new 
war. Billions in fighting gear, de- 
clared surplus, are gone. 

Some plants, most shipping are 
intact. But weapons, other equip- 
ment have been abandoned, sold 
or given away. 

For combat power, U. S. would 
have to start almost from scratch 
to rebuild the top strength of 
World War Il. 


A great new war is threatened, and 
U.S. generals and admirals are search- 
ing the cupboard for leftovers from 
the last war that might be used in the 
next. They find the cupboard is al- 
most bare. 

Scearcely five years ago, war-surplus 
materials were on hand that cost 50 bil- 
lion dollars. To replace those surpluses 
today would cost at least 75 billion. 
There were billions of dollars’ worth of 
military weapons, in addition. Today, in 
another war in Asia, surpluses that might 
have been invaluable are largely gone. 

Some have been snatched back by the 
generals and admirals—a few hundred 
million dollars’ worth. But many billions 
were given away, sold for a fraction of 
cost, left to rot or rust in Pacific island 
jungles, scrapped for junk. All this was 
done in a frenzied rush to “bring the 
boys home” and meet the civilian clamor 
for things that were scarce. 

Fragments of the story, some “horrible 
examples,” have been reaching the public 
from congressional committees: 

The sale of aircraft computers 
to a Texan for 5 cents each; their 
repurchase 18 months later for $375 
each. Veterans using their priori- 
ties to “front” for dealers—officials 
called them “vetleggers.” A sales 
agent collecting $94 in expenses 
from the Government for every 
dollar of sales. Since Korea, con- 
tinued sales of airplane engines, al- 
cohol and gasoline plants. 

Those are only incidents, incomplete 
glimpses of happenings that have an- 
other side to them. The larger, important 
story is of Government agencies, under 
orders from a prodding Congress and an 


42 


Last War's Leftovers 


eager public, dumping billions in war 
supplies for which a vast new need now 
is arising. 

The accompanying chart helps to show 
what has happened since V-J Day. 

Aircraft that might be invaluable to- 
day or tomorrow, even if they are old 
models, were sold, leased, given away, 
scrapped by the tens of thousands. Now 
they must be replaced, to a large extent, 
with newer, more expensive types. And 
some of the plants to make them are 
gone, too. 

During World War II, the U.S. put 
more money into planes than into any 





= : -—Harris & Ewing 
JESS LARSON 
It happens after every war 


other item of war equipment. For 43 
billion dollars, the fighting forces got 
294,000 planes. Of these, 73,600 that cost 
6.4 billions were sold as surplus. They 
were mainly noncombat planes. Thou- 
sands went at a dime on the dollar. 

Some planes were leased to private 
companies, enabling them to get trans- 
ports at a time when they could be 
obtained nowhere else. Many were 
given away, as to schools. But 30,000 
tactical aircraft that nobody wanted 
were junked. 

U.S. changed its mind on planes that 
cost 400 millions and took them back. 

Consumer goods-—shirts, tools, 
blankets, paint and thousands of other 
items civilians can use—still appear on 


Would Cost 75 Billions 


bulging shelves of surplus stores in every 
city. Nearly 10 billion dollars’ worth was 
put on the surplus list at the end of the 
war. Dealers quickly skimmed off the 
most and the best. They paid 2.4 billions 
for goods that cost the Government 8,2 
billions. What was left, the U.S. handed 
over to schools, hospitals, other Gover. 
ment agencies. 

Now, taxpayers will get the bill for 
replacements to help equip the Army of 
3 to 5 million men the U.S. intends to 
build. Aware of that, consumers who 
once scrambled for surpluses write angry 
letters to Government officials when they 
see military equipment on bargain coun- 
ters. 

What many of these consumers don't 
know is this: Many items that look like 
Government surplus are not. They were 
bought direct from manufacturers who 
had them on hand when war orders were 
cancelled. 

Radio, radar, other electronic equip- 
ment turned out to be hard to adapt to 
civilian use and hard to dispose of. Meth- 
ods used drew criticism, in Congress, 
that they verged on “fraud.” The elec- 
tronics program got a shaking up. 

In the end, the U.S. kept most of the 
electronic equipment that represented a 
10.7-billion-dollar wartime investment. It 
is glad now that it did. Less than 1 
billion actually was declared surplus. 
Officials were able to sell only 524 mil- 
lions’ worth at a price of 63 million 
dollars. 

Overseas, the records show, 400 mil- 
lion dollars’ worth of war equipment 
was abandoned outright, exclusive of 
weapons. In the rush to get home, troops 
left their gear where it was and headed 
for the boats. There were not enough 
people left to crate it up and bring it 
back. 

Some of it deteriorated in the tropics. 
Most of it was sold to friendly countries 
in tremendous quantities on an “as is, 
where is” basis. Altogether, the records 
list 10.4 billions’ worth of surpluses left 
overseas and 9.8 billions of it sold for a 
return of 1.8 billion dollars. 

Shipping, still the main bridge to the 
battle fronts, is left comparatively strong 
by the rush to get rid of surpluses. More 
than half the war-built merchant fleet 
remains in service or in “moth balls.” 

That becomes even more important 
because few of the shipyards erected in 
wartime are ready to operate. 
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Here is how the merchant marine looks 
now: Of 4,850 ships built during the 
war at a cost of 12.3 billion dollars, 
9.464 still are in reserve, under charter, 
or operated by the armed services. These 
are ready to go, or can be made ready on 
short notice. While many of the vessels in 
the moth-ball fleet are old, slow Liberty 
ships, they are a lot better than nothing in 
a pinch. 

Of the 1,813 ships that were sold— 
they cost 4 billions and went for 1.7 bil- 
lions—700 still fly the American flag. 
Many of the rest, under foreign flags, are 
in friendly hands. 

War plants, the industrial power 
that turned the tide in two world wars, 
have been slipping away as result of sale, 
dismantling, “cannibalizing,” conversion. 
Some have gone for a song in what a 
congressional committee has called a 
“charity bazaar.” Scarce materials, plus 
cash, would be needed to replace them 
in event of a big emergency. 

But there is this to consider: Steel 
plants that have been sold, for the most 
part, still are making steel. Aluminum 
plants that have been sold to private in- 
terests are making aluminum, and more 
of it than ever before. 

Many of these plants, and others, were 
sold with strings attached. The Gov- 
ernment can get them into war produc- 
tion swiftly. 

Jess Larson, the General Services Ad- 
ministrator, in charge of most of the 
remnants of surplus property, told U.S. 
News & World Report: 

“The basic production capacity 
for defense has been preserved. Through 
an emergency clause in contracts, plus 
plants available today in the general 
economy, that capacity remains avail- 
able.” 

And here are the figures behind the 
words: 

The Government came out of World 
War Il with 1,600 major war plants. 
They cost almost 13 billion dollars. Near- 
ly 6 billion dollars’ worth have been dis- 
posed of in one way or another. 

What is important to the national 
defense is that the Government still can 
count on 400 of these plants, valued at 
7 billions, for war production. Among 
them are plants never declared surplus. 
They were far too valuable. Among them, 
too, are permanent Government installa- 
tions such as arsenals and Navy Yards, 
and factories sold or leased to industry 
with the emergency clause that guaran- 
tees they will be available for war work. 

On hand for all these plants, and for 
others besides, is an equipment reserve 
of machine tools and metal-working ma- 
chinery and thousands of additional 
items. 

Yet, with all this partial protection, 
surplus-property disposal still adds up to 
an enormous waste, some that could have 
been prevented, some that could not. It 
is a story that is repeated after every war. 
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What Happened to $50 Billion 
a, In War Surpluses 


$6.4 billion declared surplus 


This is what became of them: 
$4.9 billion given away, scrapped, leased. 
$1.1 billion sold for $108 million. 
$400 million reclaimed by Defense Department. 


S 


od NS | ee aD $1.495 billion declared surplus 


This is what became of them: 


$463 million given away, scrapped. 
$890 million sold for $92 million. 
$142 million taken back by armed services. 
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(radio, rador, etc.) 









This is what became of it: 
$286 million given away, scrapped. 
$524 million sold for $62.9 million. 
$40 million reclaimed by armed forces. + 
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[REAL ESTATE! $8.25 billion declared surplus 
(airports, barracks and 1,400 war plants) 


This is what became of it: 
$3.6 billion donated. 
$4.3 billion sold for $1.3 billion. 
$267 million under lease. 
$83 million still on hand. 


 $ 
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(clothing, towels, pup tents, etc.) 








This is what became of them: 
$1.5 billion given away. 
$8.2 billion sold for $2.4 billion. 


 $ 
od a4) Fe) a REE $10.4 billion declared surplus 


This is what became of it: 
$9.8 billion sold for $1.8 billion. 
$100 million transferred to UNRRA. 
$500 million donated or abandoned. 


S$ 


$12.3 billion invested in 4,850 wartime ships 


This is what became of them: 
$4 billion sold for $1.7 billion (1,813 ships). 
2,464 ships in reserve, chartered, owned by military. 
83 under Lend-Lease. 
490 sunk or scrapped. 
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HOW TO GET ENOUGH WORKERS 


Women, Older Men, Youths Can Fill the Gaps 


Jobs are assured for all who 
want to work as U.S. gears for 
war. Shift to arms production 
will bring some layoffs, but not 
for long. Labor supply will start 
to get tight by spring. 

Employers who fail to recruit 
now may be in trouble later. 
They can draw from reserve of 
women, youths, older men and 
handicapped. Present workers 
can be trained for new jobs. 


Employers are to face a_ serious 
man-power problem in the months 
ahead. Millions of workers will be 
drained off by the armed services and 
by defense plants as this country be- 
gins in earnest to prepare for war. 
Civilian producers will have trouble 
retaining their working forces. 

This man-power pinch is not coming 
in a few days or weeks. It probably will 
not begin to hurt much before next 
spring. Before it comes, in fact, there is 
likely to be a short period of surplus la- 
bor, brought on by the shift from civilian 
production to a war economy. But em- 
ployers who do not prepare for a labor 
shortage early next year may find them- 


selves beating the bushes in vain for 
new people. Some steps can be taken 
now that will prove helpful later. 

A reserve supply of labor can be 
built up in various ways. 

Women can be brought back into the 
shops, stores or offices. Many house- 
wives learned skilled trades during the 
last war. About a million women are due 
to return to industry next year. 

Older men also can be drawn back 
into jobs from retirement, especially by 
smaller firms. Some large companies 
with pension systems try to avoid hiring 
elderly workers. About 250,000 men 
above 65 years of age are expected to 
be available for jobs in 1951. 

Youths provide another source. It is 
estimated that about 150,000 young men 
and boys, 14 through 19 years of age, 
will join the work force in the next year. 

Handicapped persons, veterans and 
others, can fill many jobs in industry. 
Large numbers are due to be re-employed 
in the next few months. Many acquired 
skills at factory jobs during World War 
II or took training since then. 

Present employes often can be used 
to better advantage. Workers who had to 
switch from skilled to semiskilled jobs 
after the war can move up again. Em- 
ployers need to search out these workers 
and give them training on the job, if 
necessary. Unless such workers are used 
at their highest skills, they will be the 





WOMAN WITH DEFENSE JOB 


« « - a million will be coming back 
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first to leave for higher-paid jobs else. 
where. 

Former employes should be checked 
to see if any of them are available for re. 
hiring. Old pay-roll lists often turn up re. 
tired workers or others who accepted 
jobs at lower skills in other plants. 

Splitting jobs is another move that 
employers can make. A complex job often 
can be split into two or more separate 
operations, requiring less skill. With 
skilled workers already hard to find, this 
is one way to provide replacements from 
the ranks of the semiskilled workers al- 
ready on the pay roll. 

Lower standards for applicants also 
will help. Employers find they must relax 
hiring standards, must take older work- 
ers and those without much experience. 

Recruiting of new workers is being 
stepped up by many firms. Employers 
have come up with a variety of methods, 
which can be copied by other companies 
as they need additional workers. 

Employment offices, public and pri- 
vate, are being used as the first source 
for recruiting. Many companies send in- 
terviewers to State employment offices to 
talk to job applicants as they register. 

Mobile job offices are sent to various 
sections of a city by some companies. 
House trailers have been converted into 
offices for this purpose. 

Office hours are being lengthened by 
some employment bureaus. Doors are 


"—General Motors & Ford photos 


THE OLDER WORKER 
. « « some will come out of retirement 
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questions 10 ask 
when you plan 


your Chiitinas Typ 
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2 “How comfortable?” Your mind is as carefree as a child’s 
as you sleep deep and undisturbed on your Pullman bed. 
And in the morning you freshen up and dress at your 
leisure. You have complete toilet facilities, hot and cold 
running water, everything you need to prepare for a wel- 
come Santa himself would envy. 





It won’t be Christmas without you. So plan now to go 
home for the holidays. And for railroad travel at its best, 
plan to go Pullman. To be sure of getting the reservations 
you want, see your ticket agent early. 





§ “How safe?” The weather is something you talk about 
—not worry about—when you go Pullman over the 
Christmas holidays. Throughout your trip your peace of 
mind is as weather-proof as your Pullman accommoda- 
tions. You know you're even safer in a Pullman crossing 
the country than you are in your own home. 





3 “How dependable?” You get where you want to be when 


you want to be there...when you go Pullman. And 
you're the very spirit of Christmas as you arrive in the 
center of town—rested, relaxed, ready for fun. (Christmas 
season or any season, go Pullman—the safe, comfortable, 
dependable answer to all your travel questions.) 


Go Fillnen 


COMFORTABLE, DEPENDABLE, AND—ABOVE ALL— SAFE! 
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WHEN YOU THINK 
OF PITTSBURGH'S 
SMOKE 
ELIMINATION 


a city of 
sur- 


Today Pittsburgh is 
cleaner homes and _ cleaner 
roundings because its 700,000 cit- 
izens worked hard at smoke con- 
trol. The air is healthier, the city 
is more attractive—and millions 
of dollars have been saved in 
cleaning, laundry and decorating 


bills. 


With first-hand knowledge of 
what has been accomplished, 
Pittsburghers are enthusiastic 
about the current billion dollar 
modernization and expansion pro- 
gram. They are convinced that 
the returns from such progress 
will mean greater prosperity for 
all. If you are seeking a brighter 
future for your business, perhaps 
Pittsburgh is the right location 
for you. For helpful information, 
write The Pittsburgh Industrial 
Development Council, Pittsburgh 
9; Pa. 

To serve your banking needs 
in the Pittsburgh area, call upon 
Peoples First National and its 18 
fully staffed offices. We welcome 
the opportunity to cooperate with 
you and invite your inquiries. 


PEOPLES FIRST 
NATIONAL 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 
Member F.D.1.C. 
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open into the evening and on Saturdays 
so that workers may be interviewed dur- 
ing their off-duty hours. Some companies 
are asking their own employes to turn in 
the names of friends who might want to 
shift from other plants. 

Advertising is being used extensively. 
Some companies make a big point of 
listing any special advantages they can 
offer, such as pensions, insurance pro- 
grams, profit-sharing plans or steady em- 
ployment. Help-wanted ads often are 
published in communities some distance 
from a plant. 


Other steps are being taken by 


many firms in order to get the most pro- 
duction out of the workers now on the 
pay rolls. 

Training programs are being en- 
larged. Workers are being taught how 
to fill the jobs requiring higher skills. 
Apprentice programs also are being ex- 
panded. 

A longer work week is being sched- 
uled in some cases, although this requires 
overtime pay at time-and-a-half rates. 

Incentive-pay plans in some instances 
are being improved to encourage workers 
to produce more goods in the regular 
working time. 

Job-rating systems are being in- 
stalled in companies that have lacked 
such plans. These systems, by classifying 
jobs and pay according to the degree of 
skill required, will help employers when 
wage controls are applied. Regulations 
presumably will allow some pay raises 
to be made within the ranges of a classi- 
fication system, as was done in World 
War II. 

Pay raises are being given by some 
employers in order to bring rates in line 
with those paid by competing plants. 
This is done to help hold employes if 
wage controls come, since higher-paying 
firms could lure them away otherwise. 

Size of the problem facing employers 
is indicated by forecasts of Robert C. 
Goodwin, head of the Office of Defense 
Manpower in the Labor Department. 
Mr. Goodwin estimates that, by next 
summer, the country probably will have 
68 million persons in the labor force, in- 
cluding military and civilian jobs. This 
would be an increase of 2.5 million over 
the present level. 

Man-power officials, however, believe 
that enough new workers can be found to 
fill the jobs. In fact, Labor Secretary 
Maurice J. Tobin believes that a labor 
force totaling 70 million workers is a 


possibility, if defense needs go high 
enough. 
The armed services are expanding 


rapidly, and may go to 5 million men 
even without all-out war. Arms orders are 
being stepped up, also. Defense appro- 
priations granted or in the works for the 
fiscal year ending next June 30 total 51 


 _— 


billion dollars. At least that much more 
probably will be appropriated for the 
next fiscal year. 

Employers, therefore, can expect thei: 
man-power troubles to increase as the 
military and defense plants take large 
numbers of workers. 7 





Rush for Raises 
Before Controls 


A rush is under way to get raises be. 
fore wage controls take effect. Several 
big unions are after fifth-round increases, 
while others are trying for a sixth round, 

These actions, plus price rises follow- 





; 7 & Ohio 
RAILROAD WORKERS 
. .. @ variety of wage demands 


ing earlier wage settlements, are adding 
to the pressure for wage-price controls. 
Government officials indicate that con- 
trols are not too far off as a result o! 
these pressures and expansion of the de- 
fense program. 

Wage showdowns are under way or 
approaching in a number of big indus- 
tries. 

Railroads are trying to settle a variety 
of wage demands filed by all the major 
unions in the industry. The unions con- 
tend that their members are at least 25 
cents an hour behind pay raises granted 
since the war in other industries. The 
companies offered 23 cents in earlier 
negotiations. A raise of 25 cents an hour 
was sought by 15 unions representing 4 
million nonoperating employes. Operat- 
ing unions, representing the train crews, 
asked 35 cents an hour or more. 

An increase in freight rates of 4 per 
cent has been requested by Eastern rail- 
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roads in a petition to the Interstate Com- 
merce Commission. The roads cited 
higher material and fuel costs, as well 
as wage increases already granted or 
pending in the unsettled disputes. 

Coal is due to get new demands from 
John L. Lewis in the next few months. 
An attempt may be made to reach a set- 
tlement before the April 1 deadline fixed 
in the United Mine Workers’ contract. 
This will be the fifth round for coal 
diggers, although Lewis sometimes has 
gotten more per round than other unions 
have. His next demand presumably will 
be for somewhat more than the 16 cents 
won by CIO Steelworkers. The last coal 
settlement, in March, 1950, gave a wage 
increase of 70 cents a day and a 10-cent 
increase in the tonnage royalty for the 
welfare fund. This is about 16 cents an 
hour for the total package, or what steel 
gave in its recent settlements. 

Electrical equipment, another vital 
industry, is getting new wage demands 
from the CIO Electrical Workers. This 
union is asking employers to open wage 
talks immediately, although contracts in 
most cases do not expire until next March 
15 or later. The industry has granted 
fifth-round increases of 10 cents in recent 
months. As that is 6 cents below the new 
steel pattern, the electrical union is try- 
ing to win at least this much in additional 
raises before wage controls come. 

Other industries are likely to come 
under increased pressure from their un- 
ions for sixth-round increases. CIO un- 
ions in textiles, rubber and meat packing 
are drafting new pay demands. A strike 
was called at three shipyards in the 
Seattle area last week by the independ- 
ent Machinists Union, over demands for 
a 15-cent raise. 

A demand for a 40-cent-an-hour in- 
crease came from the CIO Transport 
Workers. The union demands that the 
Philadelphia Transportation Co. give 
this raise at once, although the contract 
does not expire until February 11. 

This new union tactic of expecting 
employers to grant raises before the legal 
reopening date of the contract is tending 
to speed up the sixth round. Unions are 
trying to get under the wire before wage 
controls become effective. And their ac- 
tions in filing sixth-round demands, in 
turn, are causing the Government to 
think about an earlier crackdown on 
wages and prices. 

Settlements continue to be made in 
individual companies. A voluntary raise, 
in advance of the contract opening date, 
was given by SKF Industries, Inc., in 
Philadelphia. The raise amounted to 5.5 
cents an hour for day-rate employes and 
slightly more for pieceworkers. AFL 
laundry workers in New Jersey got an 
increase of 5 cents, with a cost-of-living 
increase promised for next November. 
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WIGGINS 


(STONE COUNTY) 





. _ gives 
New Industr 
774 to 2 


Vote of 
Confidence 


On July 1, 1950, the citizens of 
Stone County, Mississippi, voted 
774 to 2 to issue $65,000 in indus- 
trial bonds to purchase a site and 
construct a building for the Wiggins 
Veneer Company, Inc. 


This election was held under 
Mississippi’s exclusive BAWI plan, 
which authorizes political sub-divi- 
sions to issue bonds to purchase 
plant sites and construct buildings 
for acceptable industries seeking 
new locations. 


This vote by Stone County citi- 
zens is typical of the attitude of 
Mississippians—towards new in- 
dustrial enterprises. 


The $65,000 invested by the peo- 
ple of Stone County will represent 
a savings of initial capital outlay 
for the Wiggins Veneer Company. 
But even more important to the 





success of this company’s new ven- 
ture is the overwhelming vote of 
confidence it received from the 
people. 


Stone County is but one of many 
counties which have successfully 
voted industrial bonds under the 
BAWI plan. No matter what you 
manufacture, BAWI offers you 
assistance in establishing a plant. 


You can also count on ready 
assistance with your problems from 
the Agricultural and Industrial 
Board, composed of non-paid busi- 
ness, government and professional 
men who are anxious to help you 
make your Mississippi industrial 
venture a success. For information 
on Mississippi’s rapid growth and 
the factors that make it possible, 
write for the new booklet—“Inside 
Mississippi.” 


For Specific Information as to How Mississippi's BAWI Plan Can Provide a Building and 
Plant Site for Your Industry... Call or Write 


State Office Building 






iIPPI 
INDUSTRIAL BOARD 


Jackson, Mississippi 
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HANDLING 
cOosTs 
MUCH 

LOWER 





with CLARKS on the job 


“Our fork-lift trucks provide utmost 
flexibility of operation. Even where 
ramps are rough and icy, loading ‘Flag- 
liners’ is easy with our pneumatic-tired 
Yardlift ‘40’ and Carloader Fork Lift 
Trucks. These machines also double 
admirably for towing planes into posi- 
tion. Handling costs are much lower 
since ‘the Before Clark era’.’’ 


Harold A. Olsen, Gen'l Traffic Mgr. 
Pacific Northern Airlines, Inc., Seattle 
“The Alaska Flag Line” 


Increased productive capacity, quick- 
ened turnover, reduction of accident 
rate and damage losses, sharply cut 
costs of handling—all these vital benefits 
are enjoyed in every line of business by 
users of the flexible Clark Materials 
Handling Methods. 

To discover your own savings oppor- 
tunities and to plan how you can realize 
them quickly, CONSULT CLARK. 


For a wealth of practical ‘‘use"’ ideas 
send for "Material Handling News.” 


fo F-1°174 


ELECTRIC anp GAS POWERED 


FORK TRUCKS 


AND INDUSTRIAL TOWING TRACTORS 











CLARK EQUIPMENT COMPANY « Battle Creek 124, Mich. 


Please send the items checked ... () Movie Digest 
C Products Catalog (1 Material Handling News 


NAME 





FIRM NAME 





STREET. 














We’ve Been Asked: 





ABOUT WAR-DAMAGE INSURANCE 


Do insurance policies now protect 
property owners against military 
damage? 

For the most part, no. Present insurance 

policies of commercial companies. usually 

provide that payment will not be made 
for damage caused by enemy action or 
by military action to repulse invasion. 

For that reason, most property owners 

are not protected against war damage. 


What is now proposed? 

Congress is considering revival of the 
War Damage Corporation that admin- 
istered a special system of insurance for 
protection of property owners during 
World War II. Because of small damage 
to U.S. property, only about 1.3 million 
dollars was paid to policyholders who 
suffered damage during the war. But 
Britain, with a similar system of war- 
damage insurance, paid out nearly 4 
billion dollars to owners for losses. 


Can business property be insured? 

Yes. Under the present plan, as in World 
War II, business property as well as 
homes may be insured. That means not 
only factories and office buildings, but 
machinery, equipment and such things. 


What about farm property and crops? 
Farm homes and other buildings, as well 
as equipment, would be insurable. A 
farmer also probably would be able to 
take out insurance on his livestock and 
crops, which as a rule are not now pro- 
tected against war damage. 


What if a big area of a city is wiped 
out? Who would stand the loss? 
The idea is that all whose property was 
covered would be paid for their damages. 
This money could be used to rebuild, if 

materials were available. 


How did Britain handle that when 
cities suffered big losses? 

In some cases, homes and other build- 

ings were repaired or even rebuilt dur- 

ing the war. But, usually, where a build- 

ing was totally destroyed, it was not 

replaced until after the war. 


Will war-damage insurance be com- 
pulsory? 

Not in the U.S., under the present plan. 

In Britain, however, this insurance was 

required for private and industrial prop- 

erty during the last war. 


Will premium rates be high, in case 
of all-out war? 

Not necessarily. Rates in the U.S. in 

World War II ranged from 45 cents to 








World War Il Sets Pattern 


@ Property owners soon may be 
able to get war-damage insur- 
ance. 


e World War II pattern on insur- 
ance will be followed. 


e Higher premium rates are likely, 


e A rush by owners is expected for 
protection against losses. 











$7.50 per $1,000 of insurance. The rates 
probably will be higher this time. As the 
result of World War II insurance, the 
War Damage Corporation was able to 
turn in a profit of 210 million dollars, 
Because of the widespread bombings of 
Britain, the British Government lost 
heavily on its program. 


Could damages be collected in the 
present time of undeclared war? 
Yes. Property owners would be _pro- 
tected against hostile actions, and _ac- 
tions to oppose attack, in time of peace 
as well as in time of war. That would 

include air attack. 


Just what kinds of property could be 
insured? 

In addition to homes and business prop- 
erty and equipment, insurable property 
would include securities and money, if 
the World War II procedure is followed. 
Also insurable would be railroad prop- 
erties, shipyards, bridges and_ buildings 
owned by State and city governments. 
Congress just recently set up a system of 
Government war-risk insurance for ship- 
ping. Not insurable would be works of 
art, jewelry, furs and historical collec- 
tions, except those owned by commercial 
dealers or exhibited to the public. 


The above gives some idea of how the 
Government’s war-damage insurance 
worked in the last war, and how it is 
likely to work again under the proposal 
now being considered by Congress. The 
War Damage Corporation operated un- 
der the Reconstruction Finance Corpora- 
tion last time, and may do so again when 
revived. The actual sale and_ writing 
of war-damage insurance policies was 
handled by agents of commercial fire- 
insurance companies and some other 
insurance companies. Final details are 
yet to be worked out, but Congressmen 
say that property owners are almost cer- 
tain soon to be offered insurance protec- 
tion against military damage. 
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(National average rate for a 30 mile trip) 


And you get more than “just a car’... 


Yes, when you rent from Hertz you get a new, perfectly-conditioned 
Chevrolet or other fine car... gas, oil and insurance are included. 
Your average cost on a weekday for a full 12 hours, carrying several 
passengers if you want and driving 30 miles... is only $6.85! You'll 
like the quick, courteous service, too, and the fact that you can rent from 
Hertz day or night for an hour, a day, a week or as long as you please, 


Car owners rent as often as non-owners... 


If you've rented from Hertz it won't surprise you that car owners 
regularly call on Hertz when their own car is being serviced or 
repaired or is needed by the family ... or when they're away 

from home and need convenient transportation. Renting new cars 
from Hertz for both business and pleasure by both car owners and 
non-owners has become a nation-wide habit because it’s the easy, 
economical answer to smart, private and dependable transportation. 


Try the convenient Hertz travel plans... 


Hertz Driv-Ur-Self service, largest in the world, is available in over 
450 cities and resort areas throughout the United States, Hawaii, 
Cuba, Great Britain and Canada... an amazing system that 
makes possible the famous Hertz Rail-Auto, Plane-Auto Travel Plans. 








Now you can reserve a car through your local Hertz station, 
railroad or airline reservation departments or travel agency... 
make those long trips by train or plane... and have a 
reserved car ready at your destination! 
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More values with HERTZ...always! 


A SPECIFIC RATE EXAMPLE... At the Hertz INSURANCE PROTECTION ... You are always 
station in Salina, Kan., 218 N. Seventh St., the sure that you are properly insured when you 
weekday rate is $4.00 per 10 hours plus 7¢ per rent a car from any Hertz station. 


mile, including gas,oil and insurance. Thus the total 





FOR ADDITIONAL INFORMATION ... Call 
your local Hertz station listed under “H," 
“Hertz Driv-Ur-Self,” in the telephone book. 


cost for a 30-mile trip is only $6.10, regardless 
of how mony ride. Rates lower by the week. 


rm 
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NOTE: To serve more cities and 





towns, licenses are being granted to 
responsible local interests to operate 
as part of the Hertz system. For com- 
plete information write Hertz Driv- 
Ur-Self System, Inc., Dept. 7120, 218 
S. Wabash Avenue, Chicago 4, Ill. 


TRUCKS... Hertz is also the world's largest 
truck leasing and rental organization. Trucks 
are available at most Hertz stations for daily 
and weekly rentals or on long-term lease. 


For full information and a complete directory 
of all Hertz stations write Hertz Driv-Ur-Self 
System, Inc., Dept. 7120, 218 South Wabash 
Avenue, Chicago 4, Illinois. 


Look in your telephone directory under “H” for your local Hertz station. 


You Can Rent A New Car From HERTZ As Easy As y gG 
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— Latest Indicators of Business Activity- — 


Prices are rising more steeply as plans 
for larger military spending begin to 
arouse new fears that raw materials 
and civilian goods will fall short of 
demand. 

Sensitive commodities leaped to 355 on 
the Bureau of Labor Statistics index 
on December 6, less than 2 per cent 
below their 1948 peak. Steel scrap 
rose $5 per ton, adding about $1.25 
per ton to the cost of producing fin- 
ished steel. 

Wholesale prices set a new record high 
of 172.6 on the BLS index in the week 
ended December 5 and were 10 per 
cent higher than when the Korean war 
started. Metals and building materials 
were up sharply as a result of the re- 
cent increase of about $5 per ton in 
finished steel] and higher prices for pig 
iron and iron ore. 

Imported goods, largely raw materials, 
are jamming piers and warehouses at 
U.S. ports. Goods came in at a rate of 
11 billions per year in October, 35 per 
cent faster than in June. Among the 
principal gains in October were rubber, 
nonferrous metals and semimanufac- 
tured iron and steel. 

Government money voted by Congress 
since June 30 for national defense and 
foreign military aid already totals 32 
billions. It will rise to nearly 50 bil- 
lions if Congress approves new re- 
quests now before it. 

Government orders for planes, tanks, 
guns, ships and other military goods 
will be placed at a fast rate when the 
new money is available. Half of the 
funds already voted for national de- 
fense since June 30 was obligated by 
orders the Government had placed up 
to November 1. 


OFFICIAL INDEX * 
(1935-39=100) 


FOR SEASONAL VARIATION 


Plant and equipment spending of 


business is being abnormally stimu- 
lated by the business boom. Permission 
to write off defense facilities in tax re- 
turns at a faster rate is also beginning 
to play a part. 


Planned expenditures for the first 


quarter of 1951 are the highest on rec- 








Wholesale Prices 
And U.S. Money Supply 






















































































dae 
jan tome|| | eee | | | 
275|'— ; }—}—- 
| : > ind 
250 |-— TU : ae 
u 
25 ent 
ae”, af 
200 |; 3 a fea 
§ J la ' 
175 | £— Wholesale - 
| | iE __, Prices 
150-1 = so Oe ok OPT 
| be on ie 
125 | — 2 
tek Fe: 3 
100 y — eal ee : = 
BEE ees: 
1940 '41 '42 43 4445 '46 "47 '48 4950) 


ord, after allowing for seasonal in- 
fluences. Business plans of late Octo- 
ber, just tabulated in an official sur- 
vey, call for spending in the first quar- 
ter 30 per cent greater than the first 
quarter of 1950, and 15 per cent above 
the first quarter of 1948, the previous 
record year. Moreover, preliminary re- 
turns from a survey for the full year 
1951 show planned expenditures sub- 
stantially above previous years. 


(MONTHLY) 
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Manufacturing companies are expand. 
ing most rapidly. They plan to spend 
in the first quarter at a rate 44 per cent 
above the first quarter of 1950 and 2 
per cent above the first quarters of 
1948 and 1949. 

The U.S. money supply, meanwhile. 
has moved to a new record high, as the 
top chart shows. Already at 173 bil. 
lions, the expanding money supply js 
the chief cause of rising prices since 
1939. A new growth, though far less 
than in World War II, threatens to lift 
prices higher than ever in the period 
ahead. 

Bank loans, one source of new money, 
are up nearly 6 billions since last June. 
They are likely to go on rising as 
business needs more working capital 
to finance war production at rising 
prices. 

Bank investments in U.S. Government 
securities, another source of new 
money, may rise if the Government’ 
deficit becomes too great to finance by 
the sale of savings bonds and notes to 
individuals and business. At this time 
a substantial deficit seems likely fo: 
the year that begins next July 1. Yet 
in November, the public was still cash- 
ing more savings bonds than it was 
buying. 

Liquid assets of individuals and bus: 
ness, now totaling 250 billions, wil 
keep rising if a sizable deficit forces 
the Treasury to sell more of its secur: 
ties to banks and the public. 

Inflation will be strengthened if large: 
Government spending is not matched 
by stiffer taxes. Just now, however 
the chance of balancing the budget i 
the year beginning next July look 
rather slim. 


INDICATORS * (WEEKLY 
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MEAT PRICES ... from steer to steak 





1000 Ibs. Steer 


at 26¢ per |b. 
Packer pays 


$260°° 


For livestock raising to be profitable, 
farmer's return must cover mainte- 
nance of breeding stock, feed and 
labor costs, land use and the grower's 
time for the three years it takes to 
produce a good-grace steer. 








Efficiency in saving by-products 


Headquarters, Chicago ° 


Cattle are not all beef... Beef is not all steak 


600 Ibs. Beef 
at 42/2¢ per |b. 
Retailer pays 


$255 


aE 


*Value of by-products, such as hides, 
fats, hair, animal feeds, fertilizer, 
etc., typically offsets packers’ dress- 
ing, handling and selling expenses, so 
that the beef from a steer normally 
sells at wholesale for less than the 
live animal cost. 





Based on market reports of the USDA for good-grade beef steers and good-grade carcass beef, Chicago style cutting, and on 
average retail prices for good-grade meat, as reported by the U. S. Bureau of Labor Statistics, Chicago, during 1949. 


A good look at this chart quickly provides answers to a lot of questions people ask about meat. 
For example, it shows why sirloin steak from a 26¢-per-pound steer may cost 85¢ over the 


counter, and why a meat packer can sell beef for less than he paid for the animal “on the hoof.” 


this possible. It is one of the big reasons why meat moves from farmer—to packer—to store 


at a lower service cost than almost any other food. 


AMERICAN MEAT INSTITUTE 


Members throughout the U.S. 








as well as meat—and not economic legerdemain—makes 











J >> LBS. PRICE TOTAL 
Porterhouse ty . 
steak SAE: 40 95¢ $38.00 
Sr 
nae CEA 
— ee 50 85¢ 42.50 
steak < _ 
Round 
steak WH 7 80 85¢ 68.00 
Za <q 
Rib & ome 
rump roasts PNY 70 75¢ 52.50 
Chuck roast eS 100 55¢ 55.00 
Hamburger, 160 50¢ 80.00 
stew beef 
Fats 40 5¢ 2.00 
540 63¢ ~ 4 


540 lbs. Retail Cuts 


(including shop fats) 
Consumer pays 


$33.800 


Retail markup must cover such costs as rent, 
labor, depreciation on equipment and fix- 
tures, etc., as well as shrinkage in weight of 
beef carcass when converted into retail cuts. 
Prices are averaged. In some stores they 
were lower. In some charge-and-deliver 
stores or in high-cost areas, they were higher. 
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Industries have Room to Grow 
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fal) 
#5: ee Lorty oaks can’t grow have a combination of industrial advantages un- 
from little acorns without equalled elsewhere in the world. 
room for deep roots and spreading branches. And room Whether the requirements of your business are those J 
to grow is as essential to industry as it is to mighty oaks, of a characteristically compact industrial area or those ( 
Here in an area of 11,000 square miles, Chicago and to be found in smaller but easily accessible cities be- 
Northern Illinois, there is a multitude of desirable agar ye Phen ra oo a “- = t 
plant sites all within easy access to the greatest indus- © Wide diversity to include the type of space you need. 
trial center of the United States, and yet all offer that , 
| advantage which is so essential in these days of indus- A LETTER TO US... describing your requirements will bring = 
| trial expansion—decentralization and room to grow. you a careful analysis of this area's advantages as they apply to 
your business. Or, if you wish, we will send you a carefully 
ic = treme Se PR ae : screened list of the available buildings or sites that would be 
i Add to this the tremendous facilities in Chicago and suitable for your operations, based on the information you give us. 
Northern Illinois for transportation, marketing, re- We keep all such inquiries confidential. Just write us. 
search, education, culture and good living and you r 
' 
i 
Industries in the Chicago Area have these outstanding advantages: Railroad Center of the United States + World 
Airport + Inland Waterways + Geographical Center of U. S. Population * Great Financial Center + The es 
“Great Central Market” * Food Producing and Processing Center « Leader in Iron and Steel Manufacturing «+ Good = 
Labor Relations Record * More Than 2,600,000 Kilowatts of Power ¢ Tremendous Coal Reserves * Good 
Government * Good Living * Good Services for Local Tax Dollars. t 
TERRITORIAL INFORMATION DEPARTMENT t 
Marquette Building— 140 South Dearborn Street, Chicago 3, Illinois—Phone RAndolph 6-1617 Ww 
COMMONWEALTH EDISON COMPANY e¢ PUBLIC SERVICE COMPANY OF NORTHERN ILLINOIS 
Written 


WESTERN UNITED GAS AND ELECTRIC COMPANY e ILLINOIS NORTHERN UTILITIES COMPANY ar 
EMI 














Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


A “national emergency" proclamation isn't expected to add much to present 
powers. President's authority over industry is complete now. 

Defense Production Act allows control over production, prices and wages. 

Draft law, already in operation, permits a build-up of the armed forces. 

All-out mobilization doesn't point to many basic changes, either. Mostly 
that would be a speed-up in the pace of the mobilization that is going on now. 

An emergency proclamation actually is rather technical in nature. It does 
permit censorship, tightens penalties for spying and other subversive activi- 
ties, adds a bit to military powers, provides some added legal authority. 

















Controls to be used in emergency are being speeded up now. 

Price controls definitely are on the way. That's admitted on all sides. 

Wage controls go along with price controls. That's generally agreed, too. 

Salary controls come with wage controls. When they apply, roll-backs of 
salaries are likely in cases where there have been very large recent increases. 

Regardless of any "national emergency" proclamation, the existence of an 
actual emergency already has been recognized and acted upon. 














A Controlled Materials Plan is to come Sooner than once intended, too. 
Scarce materials, extending from chemicals to metals, are to be rationed. 
Essential use of scarce materials also is to be considered. Across-the- 
board cuts in material use, now ordered, probably won't be in effect very long. 
For example: Cutbacks in metals now ordered apply equally to makers of 
machinery and to makers of ornamental gadgets. That simply cannot continue. 
Defense officials now expect a Controlled Materials Plan to be in effect 
possibly by March. Once the hope was to put off CMP until late next year. 














Tight controls, a whole network of them, can't be avoided. There is no 
longer any doubt of that. Facts and figures of rearming point to what's ahead. 

Arms spending is headed for 50 billion dollars a year and may go higher. 
At World War II's peak, arms cost 90 billion a year. Dollarwise, the country is 
committed to spend more than half the cost of all-out war on limited war. 

In total effort, the present arms program calls for 20 to 25 per cent of 
the nation's output. At war's peak, arms took 50 per cent of total output. 

So, any way you figure it, the country is going at least halfway toward 
all-out war. That can't be done without a lot of direction and controls. 














Now take a look at what rearming means to the civilian population. 

Metals are in heavy demand for arms equipment. Weapons, planes, tanks 
require vast amounts of steel, copper, aluminum, nickel, zinc, other metals. 

But that's not all. Metals are needed in large quantity for power plants, 
industrial plants, pipe lines, machinery, freight cars, other essentials. 

Chemicals, too, are appearing on the shortage list. That goes for soda 
ash, alcohol, alkalis, benzene, chlorine, some more complicated chemicals. 

Consumer industries are going to stand at the end of the line when it comes 
to purchasing the basic raw materials that are wanted urgently for war. 

Civilians thus can expect a far deeper cut than 20 to 25 per cent of the 
things they get that are made of scarce materials. Civilian demand, however, 
will stay as high as ever. Full employment at rising wages guarantees that. 
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TREND O# AsEKLICAN BUSINESS-- (Continued) 


So Government has no choice but to take things away from civilians and try 
to curb civilian demand for those things. That will be done by a network of 
production controls on industry, taxes and wage-price controls on consumers. 








Control trend promises no relief at all to groups that say they are being 
hurt now. Automobile dealers want installment controls relaxed. Same complaint 
comes from taxi drivers. Mortgage-credit terms also irk real estate interests. 
Landlords don't like rent control. But there does not appear to be much chance 
now of any relaxation. Credit controls probably will be tightened, not relaxed. 














Holiday trade, however, isn't being affected by tightening controls. 

Christmas buying off to a fast start, promises to exceed all past years by 
a substantial margin. Most merchants say 10 per cent. Some say i5 per cent. 

Early shopping records indicate an eagerness to buy. Storekeepers think 
this is only partly due to fear of scarcity and to fear of higher prices. 

Scare buying is not in evidence, nothing like last summer. fhe volume of 
Christmas trade is attributed mostly to the fact that people have money to spend 
and that stores have lots of goods for sale. Stocks, generally, are plentiful. 














When it comes to reporting on sales trends in specific items..... 

Television sets are enjoying a mild sales boom. Big-Screen sets seem to be 
preferred. In this field, people do expect scarcity to develop. 

Promise of color in television does not seem to deter buyers. Merchants 
find that higher installment terms are not much of a deterrent, either. 

Household appliances also are favorites in gift buying. That is true of 
refrigerators and ranges as well as smaller appliances. Furniture sales are in 
a rise, too. In the Midwest, furniture sales run 20 per cent above last year. 

Toy sales are expected to top all records this year. Some merchants expect 
to run out of trains, building sets, wind-up toys before Christmas. 

Lingerie is in big demand. So is nylon hosiery. That surprises some mer- 
chants. They supposed that women stocked up on hosiery last summer. 

Dresser sets and other toilet articles are getting a big play. But a lag 
is reported by some specialty shops in both gem jewelry and costume jewelry. 

Luggage is selling well. Sporting-goods sales are up, too. Midwestern 
stores report heavy gift buying of skates, skis, toboggans, golf equipment. 

Men's suits and overcoats, however, remain laggard. That's attributed in 
part to draft calls. Young men are believed to be deferring their purchases. 

Haberdashery, on the other hand, is popular. Stores are doing a record 
business in sales of shirts, ties, handkerchiefs, gloves and mufflers. 

All in all, sales point to a large dollar volume in most lines of goods. 



































Business spending, too, is in a sharply rising trend. Government surveys 
report the outlook is for a record investment in plant and equipment in 1951. 

Business investment, however, may run into some curtailment in the year 
ahead. Government is quite likely to limit such investment to essential needs. 

Expansion will be encouraged for steel, aluminum, metal mining, but may be 
curbed in other lines. Note that the Kaiser-Frazer loan requires that firm to 
cut auto output in half, get defense work. That may become a pattern. 








Excess-profits tax is to become law. Reverses in Korea decided that. 

Effect of this tax is a 30 per cent surtax on profits defined as "excess." 

Tax writers in Congress also are careful to relieve hardship in the case of 
railroads and utilities, new companies, growth companies, new products. 

Details about the excess-profits tax are explored on page 56. 











Weather projection for December calls for below-normal temperatures in 
North Central States. South, East and Far West are expected to be above normal. 
Rainfall is forecast as heavy from Illinois east and Kentucky north. 
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Meander Creat Megaphone -F0R BETTER OPERATION 


Alexander the Great achieved notable results in signals and communications by 
enlarging the speaking trumpet to a giant megaphone. According to one writer, it sent 
the human voice 12 miles. A valuable piece of equipment, it was a part of the great 
warrior’s policy of nothing-spared, nothing over-looked to better his mighty military machine, 


The Norfolk and Western spares nothing, over- 
looks nothing when it comes to modern signal com- 
munications. All along the line from Columbus 


and Cincinnati east to the great Port of Norfolk 
on Hampton Roads, and to points North and 
South, the N. & W. maintains a top-calibre signal 
system to help move maximum traffic at maximum 
speed and maximum safety for its customers. 








Q suFFALO 















The Norfolk and Western operates a multi- 
million dollar Centralized Traffic Control System, 
railroad science’s ‘newest thinking” on signals. 
In addition, all over the line, the N. & W. uses 
automatic position light signals — the 
modern and dependable light signal in existence. 

Around-the-clock maintenance experts keep 
these “guardians of the rails’ operating at fop 
efficiency. Their constant vigilance stops trouble 
before it starts. 

The Norfolk and Western always will be alert 
for signal improvements which “light the way” 
to increased speed and safety of traffic that moves 
over this railroad —upon which shippers the 
nation over have learned to depend. 
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WHO PAYS EXCESS-PROFITS TAX 


Certain Firms Get Relief Under House Bill 


Maximum tax rate of 67 per 
cent will be paid under excess- 
profits bill passed by House. 

Efforts are being made to write 
provisions for fast-growing com- 
panies and those with abnormal- 
ly low incomes in base years. 

Formula will depend largely 
on Treasury interpretation. 

Senate is likely to change the 
bill, provide more relief. 


Excess-profits tax looks like a sure 
thing. Opposition dissolved when Chi- 
nese Communists moved into Korea. 

Senate Finance Committee, headed by 
Senator Walter F. George (Dem.), of 
Georgia, probably will soften some pro- 
visions of the House-passed bill, primar- 
ily to provide more generously for hard- 
ship cases. But, in broad essentials, the 
House bill is likely to become law. 

You'll need to understand how that 
bill will affect your company. 

Subject to the tax on excess profits 
will be 70,000 to 80,000 corporations, 
or roughly one out of every five. 

The tax will apply only to profits above 
those of certain base years. Each com- 
pany gets a “tax credit,” which represents 
the amount of profit exempt from tax. 
The company can figure that credit in 
either of two ways: 

1. On past earnings. The credit, under 
the House bill, is 85 per cent of average 
profit for the best three of the four years 
1946-49. The Senate may change that to 
100 per cent. Treasury Secretary John 
W. Snyder prefers 75 per cent. 

2. On the return on invested capital— 
an alternative method permitted if the 
average-earnings base is not adequate. 
A company can take a credit of 12 per 
cent of the first 5 million dollars of equity 
capital and retained earnings, 10 per cent 
of the next 5 million, 8 per cent of the 
remainder. This cretlit can be increased 
by one third of the annual interest on 
borrowed capital. 

Very small companies get an exemp- 
tion up to $25,000 of earnings. This 
means that, if your company earns no 
more than $25,000, you will not be sub- 
ject to the excess-profits tax. 

Certain fast-growing companies, 
too, come in for a special formula that, in 


56 


many cases, will reduce or eliminate the 
tax—depending upon the Treasury’s in- 
terpretations of the formula. Such a com- 
pany, instead of figuring its credit on the 
basis of a three-year average, can use 
1949 profits alone or its 1948-49 average. 

To qualify, for example, for this treat- 
ment, a company’s receipts in the last 
two years of the base period must be 
more than 50 per cent above those of the 
first two. Either that, or its outlays for 
pay roll must have increased by more 
than 30 per cent in the same period. 


nc 





TREASURY SECRETARY JOHN W. SNYDER 


A.new product or service offered 
during the base period makes a com. 
pany eligible for the same kind of re. 
lief as a new company. However, this 
must be a major product, accounting 
for at least a third of the company’s 
income within three years after it js 
first offered. 

“Hardship cases,” in which a com- 
pany had abnormally low earnings during 
one or more base years, are considered. 
The House bill provides a formula allow- 
ing the company a tax credit reflecting its 


aul 


-Harris & Ewing 


. a 75 per cent tax credit is preferred 


Also, this privilege is limited to com- 
panies whose assets were under 20 mil- 
lion dollars at the beginning of the base 
period. 

All companies above 20 million, thus, 
are ruled out of the “growth formula.” 
So are a good many smaller growing 
companies. The fast-growing television 
industry complains that it will get but 
little relief. The Senate may knock out 
the 20-million-dollar rule. Also, it is work- 
ing on a provision to help companies that 
show continuing growth after the base 
years. 

New companies, formed after the 
beginning of the base period in 1946, are 
entitled to another system. They can, if 
they wish, take a tax credit equal to the 
rate of return on assets that was earned 
by the industry as a whole during the 
base period, 


normal profit position with relation to 
the profits of the industry as a whole. But 
a company must get Treasury approval 
before taking advantage of this formula. 
This was the rock on which many tax 
cases foundered in the World War Il 
law. A large number of cases left over 
from the World War II law are still in 
dispute over the meaning of similar pro- 
visions in the law relating to “growth 
and “abnormal” income. The Senate is 
considering new and more specific hard: 
ship provisions. 

Deficit years during the base period 
can be counted at zero in figuring a com- 
pany’s tax credit. 

Mining companies get outright ex 
emption on profits from domestic output 
of a long list of “strategic minerals.” 

Coal mines, iron mines and timber 
property come in for a system that ex 
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empts a portion of any profit arising out 
of increased production. 

Public utilities, in general, will not be 
subject to excess-profits tax unless their 
earnings after regular corporate taxes, 
exceed 6 per cent of equity capital, re- 
tained earnings and borrowed capital. 

Railroads and air lines get a mini- 
mum of 5 per cent before the excess- 
profits tax applies. 

These other provisions, applicable 
to all companies, are important: 

Tax rate on excess profits is 75 per 
cent. Of that, 45 per cent is the regular 
corporate tax, covering the whole amount 
of the company’s profit. The other 30 per 
cent is the excess-profits tax, covering 
profit above the tax credit. 

On 1950 earnings, under the House 
bill, only half the year’s profits are 
aflected. A firm that keeps books on a 
calendar-vear basis will apply the excess- 
profits tax to the full year’s earnings, but 
at only half the rate. or 15 per cent. For 
a fiscal-vear company, the effective date 
is July 1, 1950, which means that the 
rate must be adjusted according to how 
much of the fiscal year fell before July 1. 

Top effective rate for any corpora- 
tion, regular tax and excess-profits tax 
combined, is 67 per cent. It was 72 per 
cent in World War II, allowing for the 
postwar refund of 10 per cent. No such 
refund is provided this time. 

Mr. Snyder insists that the House bill 
should be stiffened, made to provide 
more revenue. But the Senate is more in- 
clined to soften it. 


Debt to Rise More: 
Borrowing Ahead 


Rise in Government spending, forced 
by undeclared war with China, is to 
mean this: 

Pay-as-you-go financing of war 
costs is doomed, certainly after the cur- 
rent fiscal year. 

Federal taxes will rise, probably to 
levels close to those of World War II. 

Deficits, even so. are to show up on 
Government books. Spending, even in 
limited war, will be far higher than rev- 
enue in the coming fiscal year. 

Borrowing by Government, on small 
scale at first, will be stepped up. 

Money supply, if the Treasury must 
go to banks for any major portion of its 
borrowing, will grow. 

Public debt, already close to what it 
was when World War II ended, will go 
considerably higher. 

Financing problems, even so, will be 
manageable. Unless all-out war comes, 
deficits and borrowing will not be on 
nearly the scale of World War II. 

Spending, actual payment of bills for 
war goods, will lag behind orders and 
appropriations. Orders produce business 
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CREDIT INSURANCE COMPLETES 
YOUR PROGRAM OF PROTECTION 


HERE’S always danger of disaster 
"Dcsiine when it’s least expected. 
Strikes, material shortages, floods, 
Government controls and other unfore- 
seeable events can quickly put previously 
sound customers in a position where they 
cannot pay their obligations. 

That’s why manufacturers and whole- 
salers in over 100 lines of business com- 


plete their insurance program’ with 
American Credit Insurance. American 
Credit pays themwhen their customers can’t. 

One of our many types of policies can 


be tailored to give you coverage best 


suited to your needs. You can insure all, 
a selected group or just one account. 
American Credit coverage also enables 





you to get cash for past due accounts... 


Aaericad CRED 
\NsuRANCE 





improves your credit standing with banks 
and suppliers—important benefits when 
many companies are operating at high 
volume on limited capital. 
SEND FOR BOOK 

This book gives you valuable hints on 
planning sound credit policy. . .:plus ad- 
ditional facts about American Credit In- 
surance. For a copy just phone 
our office in your city, or write 
AMERICAN CREDIT INDEMNITY 
CoMPANY OF NEW York, 
Dept.44, First National Bank 


Building, Baltimore 2, Md. 


PRESIDENT 





AMERICAN 
CReoIT INDEMNITY 
COMPANY 


2, oF New York 
Lest. 1893) 





GUARANTEES PAYMENT OF ACCOUNTS RECEIVABLE 


a 2 OFFICES IN PRINCIPAL CITIES OF 
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If you’re feeling self- 
conscious about your 
hair getting thin on top 





MEN OVER 25 
with thinning, Vg 
GROOM IT WITH 


KREML 


70 AVOID A GREASY, SHINY - LOOKING SCALP 
70 MAKE HAIR LOOK MORE ABUNDANT / 








or receding at the tem- 

les, don’t call attention to your thin 
haar by plastering it down with greasy, 
sticky products which leave an unsightly, 
dirt-trapping, shiny film on the scalp. 
Now’s the time to graduate to Kreml 
Hair Tonic! 

Kreml is different from any dressing 
you've ever used. It never looks greasy 


or sticky—never plasters hair down. 
Instead, Kreml is especially blended to 
make hair look naturally well-groomed— 
to make hair look thicker—like more 
than you've got. Also unsurpassed to 
remove dandruff flakes and to give 7 
scalps a delightful ‘wake-up tingle.’ So 
change to Kreml! 








Send This Issue 


To Your Friends...witHout CHARGE 


U.S. NEWS & WORLD REPORT 
24th & N Streets, N. W. 
Washington 7, D. C. 


Please send a free copy of the December 15, 1950 issue 
of “‘U. S. News & World Report’’ with my compliments to the persons listed 
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Finance Week 





——— 


activity, but do not necessarily show up 
right away in Government spending, 
This delay will ease the Treasury’s bur. 
den this year and next. 

Furthermore, revenue already jis high 
and rising. Federal tax rates are lowe; 
now than in World War II, but they pro. 
duce more money because private jn. 
comes are higher. 

In fiscal 1951, the year that ends 
next June 30, the Treasury may actually 
run a small surplus. 

Spending is not likely to exceed 447 
billion dollars, including 20 billions fo; 
military costs. Note that this figure rep- 
resents actual payments. Appropriations 
will run much higher than that. 





~Acme 
BUDGET DIRECTOR LAWTON 
We won't pay as we go 
Revenue, at present taxes, should 
reach 44.4 billions. 

Deficit, on that basis, would be 300 
million dollars. 

This estimate of the deficit is lower 
than the official estimate that is be- 
ing used by Treasury Secretary John 
W. Snyder and Budget Director Fred- 
erick J. Lawton. Using figures on private 
incomes and federal revenue that appear 
conservative, these officials place the 
deficit at a minimum of 2 billion dol- 
lars. This estimate again is on the basis 
of current tax rates. 

Actually, taxes are to go up. The ex- 
cess-profits tax, if made retroactive to 
last July as proposed by the House, would 
produce some extra revenue in the cur- 
rent fiscal year. The expected deficit 
could be converted to a small surplus. 

In fiscal 1952, beginning next Jul 
1, the situation will change. 
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Spending by Government is likely to 
jump to 63 billion dollars, allowing 39 
billions for military spending. 

Revenue, Without further tax in- 
creases, would be around 48.1 billion. 
The tax boost voted last September will 
he producing new revenue in major 
amounts. 

Deficit then would be 14.9 billion dol- 
Jars. 

Where to get the money to finance 
such a deficit is the problem. Treasury 
idea will be to cover most of it by new 
taxes. Congress, however, probably will 
stop short of what the Treasury wants. 

Tax increases, including the excess- 
profits tax now before the Senate, are 
not likely to raise more than 7.5 billion 
dollars a year. 

At the outside, the excess-profits tax 
will not raise more than 4.6 billion dol- 
lars, and that assumes higher profits in 
calendar 1951 than in 1950. 

The remaining 2.9 billion dollars must 
come from increased normal taxes on 
corporate taxes, from higher personal tax 
rates, or from increased excises. 

Unless the Senate waters down the 
excess-profits tax, reducing its revenue 
vield, it now appears that there is not 
likely to be any sharp increase in normal 
corporate rates. 

Excises may be increased to produce 
a little more revenue. 

Personal taxes probably will have to 
raise the major portion of the 2.9 billions. 

Individual taxes in all income brackets 
probably will go up. Personal exemption 
may be cut from $600 to $500, as sug- 
gested by Senator Walter F. George 
(Dem.), of Georgia, chairman of the 
Senate Finance Committee. This would 
be good for an estimated 2.5 billion dol- 
lars a year in extra revenue. 

Borrowing will have to cover the other 
half of the deficit. Part will be borrowed 
from Social Security funds and other 
Government trust accounts. Sales of 
savings bonds will be pushed. These 
sources may produce as much as 2.7 
billion. From other sources, including 
banks, the Treasury will have to borrow 
an estimated 4.7 billion dollars. 

This is the outlook for a period of 
limited mobilization. In all-out war, 
spending would be stepped up much 
faster. Taxes, all around, would go far 
higher than in World War II. Borrowing 
would run into many billions. 

At best, Treasury borrowing in the 
next 18 months will add to the problem 
of inflation. Tax increases will not be 
enough to keep the money supply from 
rising. But inflation dangers will arise 
more from war orders than from actual 
spending and borrowing. Financing prob- 
lems of the Treasury, in this limited 
war, will not be what they were in 
World War II. 
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Claws * for the Ground... 
Teeth for the Sky 


The Grumman turbo-jet PANTHER, like its feline 
namesake, strikes swiftly and deals destruction 
with claw and fang. At low-level its rockets and 
bombs rip enemy ground installations. High in the 
sky, this proved Navy fighter uses its teeth! Re- 
cently over Korea, at an altitude of six miles, Red 
jets felt the bite of PANTHER machine guns for 
the first time. The bite was fatal. 


GRUMMAN AIRCRAFT ENGINEERING CORPORATION 
BETHPAGE, LONG ISLAND, NEW YORK 


Contractors to the Armed Forces 





“Drive thy business — 
let not that drive thee.” 


—Ben Franklin's Almanac, 1757 


These days thee must work a month for 
the taxgatherer before thee begins to work 
for thyself. Keep a firm hand on the wheel 
of savings to bolster thy “nett after taxes.” 

—Acme Steel Notebook, 1950* 
A business steered by the guide- 
posts of thrift and efficiency 
seldom goes wrong. Helping 
business obtain greater thrift 
and improved efficiency has 
been the reason for Acme Steel 
methods and Acme Steel prod- 
ucts for 70 years. 

Weare now helping more than 
50,000 customers, including 
almost every industry, obtain 
these benefits, particularly in 
departments and operations 
concerned with packaging, ship- 
ping, materials handling. 

For detailed information 
about Acme Steel products, 
write on your business letter- 
head for free booklets on the 
specific products in which you 
are interested. 

ACME STEEL COMPANY 
Dept.U.S.-120,2838 Archer Ave., Chicago 8 
There are 46 Acme Steel service offices in 
the principal cities of the U.S. and Canada. 
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Acme-Morrison Metal Stitchers aid increased 
production of gas ranges by speeding 
assembly of parts. . 





Who “‘owns” Acme Steel? Our 1949 
annual report showed 7,538 stock- 
holders—2,730 women, 2,705 men, 
1,612 joint accounts and 491 cor- 
porations and institutions. Acme 
Stee! stockholders have increased 
approximately 20 per cent in number 
in the past two years. 


ACME STEELSTRAP flat strapping and 
ACME UNIT-LOAD carload bracing BAND, 
SEALS and TOOLS @ ACME SILVERSTITCHER 
machines @ ACME SILVERSTITCH stitching wire 
@ ACME-MORRISON METAL STITCHERS and 
BOOK STITCHERS @ ACME-CHAMPION BAG 
STITCHERS @ ACME HOT AND COLD ROLLED 
STRIP STEEL @ ACME GALVA-BOND steel slat 
stock for Venetian blinds @ ACME STEEL 
SPECIALTIES, including hoops, corrugated fast- 
eners, nail-on strapping @ ACME STEEL ACCES- 
SORIES—snips, cutters, punches, tool mounts, 
reel stands, coil holders, coil trays. 
Frankl I 





steel 


*The sagest maxims of Ben together with 





modern parallels, appear Acme § Notebook, 
1950. We have a free copy for vou. Just ask for it. 
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What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 


YOU CAN, as a Government de- 

fense contractor, sometimes deal with 
only one Government inspector in your 
plant even though you have orders from 
two or three of the military services. In 
issuing another section of its Armed 
Services Procurement Regulation, the De- 
fense Department lays down rules on in- 
materials under military 
Provision 


spection of 
contracts after December 31. 
is made for inspection by any one of the 
services for any of the others. 


YOU CAN probably take an income 
tax deduction tor the share of the 
profits of your business paid to your wife 
in place of interest on a business debt 
that you owe her. Such a deduction is 
allowed by a federal district court in one 
case where the wife filed a separate tax 
returm and paid a tax on this income. 


= = = 


YOU CAN find out from your tax 

collector about the revised Treasury 
rules for determining whether traveling 
and other expenses are wages for fed- 
eral employment-tax purposes. In gener- 
al, expense allowances are to be con- 
sidered as wages only to the extent that 
they exceed actual expenditures while on 
the business of an employer. 


* * * 


YOU CAN give your opinion next 

month on a proposal to raise the 
minimum-wage rate required under 
Government contracts in the drug, medi- 
cine and toilet-preparation industry. The 
hearing is scheduled for next January 9 
in Washington. Persons wanting to testi- 
fy should notify the Wage-Hour Ad- 
ministrator of the Department of Labor. 


* * * 


YOU CAN soon follow a simplified 
procedure in obtaining oil and gas 
leases from the Government. The In- 
terior Department announces new pro- 
cedures, effective January 28, for issuing 
noncompetitive leases for exploring and 
developing public oil and gas lands. 
YOU CANNOT safely destroy your 
records of certain war contracts for 
another year. To clarify the position of 
World War II contractors under the Con- 
tract Settlement Act, the General Services 


Administration explains that records op 
contracts settled before Dec. 31. 1946. 
should be kept until Dec. 31, 1951. The 
originals may be destroyed if rep! 
photographic copies. 


ed by 


YOU CANNOT always avoid a find. 
ing of an unfair labor practice by 
ordering your supervisors to be neutral 


during a union organizing campaign, 
The National Labor Relations Board 


holds that one employer interfered with 
the organizing rights of employes, in 
violation of the Taft-Hartley Act, even 
though he posted a notice proclaiming a 
policy of neutrality. The Board says the 
employer should have seen that the 
policy was carried out by supervisors. 


YOU CANNOT escape responsibility 

for the action of one of your super- 
visors in telling your employes that vour 
plant will be moved to another town if a 
union wins bargaining rights in a plant 
election. Because of such a statement, 
NLRB voids an election that was lost by 
the union. 


* * * 


YOU CANNOT ship any goods to 

China, Hong Kong or Macao without 
getting clearance from the Commerce 
Department. This tightening of export 
controls requires a license for shipment 
of any items, either strategic or non- 
strategic, to these areas. 


* * * 


YOU CANNOT expect to avoid pay- 

ing a tax on the income of a trust 
that you set up if you have the right to 
change beneficiaries or the share of an) 
beneficiary. This decision is reached by 
a federal district court, even though the 
creator of the trust could not get title to 
the trust principal or income. 


* * * 


YOU CANNOT count on getting as 


much natural rubber in January 


and February, for manufacturing put 
poses. as in November. The Nationa 
Production Authority reveals that the 


cutback in each of those months will be 
30 per cent of November consumption 
The cut will be offset by an increase in 
general-purpose synthetic rubber that i 
available. 





Conclusions expressed in these paragraphs are based upon decisions and_ rulings 
courts and Government bureaus. In making their decisions, courts and bureaus consider 


many facts which, for reasons of space, cannot be set forth in detail. U.S. News & Wort? 
REporT, on written request, will refer interested readers to sources of this basic material 
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Raw-material shortages and what to do about them are getting a thorough 
going over in Washington. Fair division of what's available is now recognized 
as the major economic problem facing the Western Allies as they gird for war. 

The British, the French and their neighbors find their factories starting 





to run short of many imports, including metals, wool and rubber. 
Blame is put on the U.S. for excessive current buying and stockpiling. 
Shortages, unless relieved soon, will put a crimp in rearmament plans, 
might even result in idle plants and unemployment, European officials say. 
High prices also worry the Europeans, who must be careful of their pennies. 
So Washington is being buffeted by strongly worded suggestions to curb its 








stockpiling and think more about sharing of scarcities with North Atlantic 
Allies. This was among the things discussed in the Truman-Attlee talks. Also, 
the Marshall Plan countries, as a group, are hashing over the matter with the 
Economic Co-operation Administration and other agencies in Washington. 

Feeling in Western Europe is that you can't get far with joint North Atlan- 





tic rearmament unless raw-material policies are also co-ordinated. The U.S. 
cannot go on stripping the raw-materials cupboard bare. Europeans feel that 
Washington doesn't know its own economic strength, has to be educated. 


>> Washington officials are being shown this picture of Western Europe: 
In Britain, shortages abound. Gravest is in zinc. Government allocation 





may be necessary. Other metal shortages are in aluminum, nickel, copper, 
cobalt, sheet steel. Wood pulp, paper, cotton are short. Sulphur will be when 
U.S. exports fall off next year. British businessmen warn of cutbacks in many 
industries if the raw-materials situation doesn't improve. 

In France, chief worries are about cotton, wool, tin, rubber. Hard coal is 
also short but is being bought in the U.S. and Russia--at a price. With 
shortages already, Frenchmen wonder what happens when rearming gets rolling. 

In Western Germany, there's a complete lack of nickel. Copper is so short 





that the Bonn Government is considering curbsS on consumption. Steel exports are 
being held down to provide more for German factories. Order books of German 
industrial plants are full. But shortages may prevent orders being filled. 

In Switzerland, almost all kinds of metals are getting scarce but especially 





copper, tin and nickel. The smaller countries of Western Europe generally are 





in the same boat. Belgium and the Netherlands are somewhat better off than the 





other small nations because of close connections with colonial producers. 
Stocks of raw materials are falling low throughout Western Europe. 





Following the reverses in Korea, U.S. can't afford to ignore the raw- 


(over) 
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BUSINESS AROUND THE WORLD-- (Continued) 


materials needs of its Allies. But a new U.S. awareness of the problem won't 
automatically solve it. 

An Atlantic purchasing pool to co-ordinate buying might cut costs by lessen- 
ing competition in world markets. This idea is being tossed about Washington. 
International allocation, on the World War II model, could divide up 
searcities according to an agreed system of priorities for countries and uSes. 

Question is whether international allocation would work very well without 
the elaborate system of export, import, Shipping and price controls set up in 
the last war. Also, the Combined Raw Materials Board of the last war could act 
fast. Only members were the U.S., Britain, and Canada. Now perhaps a score of 
countries should be included. Large group couldn't move fast. 














>> Even bigger question is the attitude of raw-material producers..... 

Free markets, competitive bidding are working well for them. Prices are 
astronomical. Producers are not tempted by the vision of set-asides for mili- 
tary use, export controls, pressure against prices. 

Australians upset the carefully laid plan of the U.S. for a set-aside of 
Australian wool for U.S. military purposes. 

Malayans submarined the U.S. idea for a big buffer stock of tin for mili- 
tary purposes. Big buffer stock might dampen price movements. 

Indonesians are not yet in a mood to be told they can't sell rubber to Com- 











munist China, if they want to. 
It all adds up to this: Controls that go with international allocations 


don't look good yet to producers of raw materials. 





>> First moves in tackling the raw-material problem, therefore, probably will 
be taken among the consuming countries themselves. 
Western Europeans would like to see these things happen: 
U.S. stockpiling slowed down to release more materials for current use. 
U.S. export quotas of metals and cotton overhauled to take account of ef- 








fect of shortages in Western Europe on rearming. 

U.S. thinking reoriented to a greater awareness of Allies' needs. 

U.S. Government, Western Europeans feel, should become sole importer of stra- 
tegic materials into the U.S. Then so many Americans wouldn't be bidding against 
each other and also Europeans in the world's market places, driving up prices. 








>> The U.S. has some counterproposals to make such suggestions: 
Western European cutbacks in use of Strategic materials for nonessentials 
must be fully as stringent as those in the U.S. It wouldn't do, for example, to 
have U.S. manufacturers' use of copper cut back sharply while British manufac- 





turers got nearly as much as they wanted. 

Western Europeans must deal with their own scarcities--things they produce 
in large quantities such as steel and coal. Production of these must be stepped 
up. Supplies must be equitably shared among these countries. 

Colonial powers must push production of raw materials in their empires. 








>> The Washington talks are not likely to result in a full-blown system of 
raw-materials controls right away. That may come eventually. But now bits and 
pieces of such a system are more likely to be set up, especially by the consun- 
ing countries. Raw-material producers still shy away from over-all controls. 
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New television microphone, developed at RCA Laboratories, virtually vanishes when in active use. 
P P y 


anishing Microphone lets the stats shine 


N ow you see it, now you don’t! RCA’s 
new “vanishing microphone” is plainly 
visible when standing alone—but let a 
television performer stand before it and 
it seems to disappear. 

Called the “Starmaker,” this RCA micro- 
phone is little larger than a big fountain pen 

.and principles of design based on mod- 
ern camouflage blend it with an artist's 
clothing. There’s no clumsy “mike” to dis- 
tract your attention from the artist—and it’s 
also a superbly sensitive instrument. 





Through research carried out at RCA Labora- 
tories, the “Starmaker” microphone picks up 
sound from all directions—hears and transmits 
every sound the human ear can detect. It’s not 
only small and almost invisible, but it’s also one 
of the most efficient microphones ever devised. 


* * * 


See the latest wonders of radio, television, and 
electronics at RCA Exhibition Hall, 36 West 
49th Street, New York. Admission is free. Radio 
Corporation of America, RCA Building, Radio 
City, New York 20, New York. 





Known for brilliant pictures, RCA 
Victor’s 1951 home television re- 
ceivers also have the finest of sound 
systems—RCA Victor’s “Golden 
Throat.” 


RADIC CORPORATION of AMERICA 


World Leader in Rado — First in Television’ 
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“SPECIAL PRIVILEGE’ WINS 


BY DAVID LAWRENCE 


wre WERE THE liberals last week when the House 
of Representatives voted to give special privileges 
to big business? 

Where were the liberals who have told us for years 
now that fair competition is the cardinal principle of 
the free enterprise system? 

Where were the liberals who have aligned themselves 
for decades behind the slogan of Thomas Jefferson— 
“Equal rights for all, special privileges for none?” 

Where were the liberals who have prated so elo- 
quently for the last several years about the need for 
protecting ‘small business” in America? 

The truth is the so-called liberals abandoned their 
faith—they allowed themselves to be deceived by the 
mere title of a piece of legislation without really ex- 
amining its substance. 

Because it was called a tax on “excess profits” they 
superficially thought they had done their duty—they 
had “soaked the rich.” 

But, as it turns out, they have soaked the weaker 
competitors, the marginal competitors, the middle-sized 
businesses, the new businesses and they have reimposed 
the pro-monopoly rule of tax rates which has twice 
been enacted in America under the guise of a war-time 
revenue producer. 


For the new tax bill simply means that the 
more successful competitor will pay out fewer dollars 
in taxes than the less successful competitor. 

It means that the company with the largest amount 
of accumulated capital will pay less taxes than the 
company with the smaller amount of capital. 

It means that the company which has earned the 
largest amount of profits for the four years from 1946 
through 1949 will be given an advantase of a lower tax 
rate—lower than that which a company that has 
earned less profits in these four years must now pay. 

It means that the company which has struggled 
through the reconversion period after World War II 
and earned no profits at all or just broken even shall 
pay high tax rates as a penalty for its misfortune. It 
means that these struggling companies must be pre- 
vented from accumulating out of their earnings any 
reserves to meet subsequent competition with the larg- 
er companies. It compels the banker to turn down the 
smaller company which will have so little left out of 
profits annually hereafter that it cannot pay off in five 
years, for instance, the money it may need to borrow 


for better plant or equipment. 
To all this the glib answer will be made by defenders 


of the bill that there are effective “relief” provisions 
available or that “growth” problems are dealt with” 
equitably in the proposed law, or that “credits” are tg” 
be given to certain businesses earning less than $25,000) 
a year. It is the group between $25,000 and $100,000% 
which will be hardest hit. They will pay in many cases 
a higher rate per thousand than the companies earni 
$1,000,000 a year. ‘ 

If the liberals in Congress believe in the efficacy off 
so-called “relief” provisions they can easily debu 
them by calling for the actual records of what hap 
pened after World War I and after World War II ig 
the application of these same provisions. 


Can anybody in Congress find that the “relief” 
provisions and “growth” clauses which were in the law 
during World War II resulted in any real equalization? 
Can there be any denial that the smaller and weaker 
competitors paid taxes at a rate higher than the bigger 
companies in their respective fields? 

With some well-intentioned but futile changes, th 
ambiguous phraseology of the World War II law now 
is being inserted in the provisions of the new bill. 

This means that the well-entrenched and well-heeled 
can be happy again. The struggling competitor who has 
been told this is a land of real competition in which 
the government presumably interposes no _barrier$ 
and obstructions to free enterprise will grieve at the hy- 
pocrisy of modern politics, but he will be helpless. 

Small wonder that the stock market has taken in its 
stride the passage of the new tax bill. Small wondef 
that even the Republican leaders of the conservative 
school in the Senate are talking of hastening the pas 
sage of the House bill with some minor changes. 

There is only one fair way to tax—across the boards 
Every corporation should pay the same rate of taxeé 
on every thousand dollars of profit earned. Plenty 0 
revenue can be collected by a straight increase in cor 
poration tax rates without the tricky devices o 
“average earnings” and “investment capital” bases. 

The excess profits bill is no hardship for the monopo 
lists but it spells the death knell of middle-sized busi 
ness. Smokescreens have again deceived the liberals in 
both our political parties. They have passed not an ex 
cess profits bill but an excess penalty bill. 

Let us not hear honeyed words again from Presiden 
Truman about the “little man” and his friend thé 
Democratic Party. The Administration wrote the ne 
tax bill and put it through the House. Are there an 
liberals left in the Senate. 
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it won't go in one ear 


eoeeeneeeoee eee, 


and out 


the other 


when you send a telegram 


Clear—concise—direct—a telegram 
never forgets—never forces snap decisions— 
never makes you guess what the other 
man said. You can refer to the written 
record again and again. Compare this orderly 
method with notes scribbled under the 
pressure of hurried conversations— 
and you'll always use telegrams! 








20,000 New Freight Cars to Help Industry Deliver the Goods 


hie > . 
a 3 


HE PENNSYLVANIA RAILROAD is doing its part. We 
have given the car-builders the biggest single order 
for freight cars in railroad history, $114,000,000 worth 
... 11,500 gondolas, 8,250 box cars and 250 flat cars. 
Nearly 5,000 are already in service. About 11,000 will 
have been put to work by March 31 and the rest will 


come along at the rate of a thousand a month. 


In addition to these outside orders, all but a few of 6,610 
new cars, costing $37,000,000, have been completed in 


our own shops. 


That is only part of the Pennsylvania Railroad’s freight 
car program. More than 15,000 Pennsylvania freight cars, 
included in our repair program of 34,000, have been 
rebuilt like new in our own shops. 


Hundreds of Diesel-electric locomotives are being 
bought and 826 of them are already in service; 210 more 


are on their way. 


Since World War II, the Pennsylvania’s outlay for new 
and rebuilt cars and locomotives for better transporta- 


tion amounts to more than $522,000,000. 


® PENNSYLVANIA RAILROAD ® 
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